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FOREWORD 
Four top ics  were assigned t o  the 1980 i n t e r i m  Comni t t e e  on 
Heal th, Environment, We1 fare, and I n s t i t u t i o n s .  Three top ics  were 
assigned t o  the committee by Senate J o i n t  Resolution No. 26 o f  the 
1980 session o f  the General Assembly -- a study of mental hea l th  pro- 
grams i n  Colorado, a study of r u r a l  hea l th  programs, and a study o f  
the Medicaid Management Information System. Addi t ional ly ,  the Legis- 
l a t i v e  Council authorized the comnittee t o  conduct a study o f  
Colorado's s t a tu to r y  provis ions f o r  l i f e  care i n s t i t u t i o n s .  
The Legi s l  a tive Counci 1 reviewed t h i s  r epo r t  and recomnenda- 
t i ons  a t  i t s  meeting on November 24, 1980, and t ransmits the repo r t  
and the one b i l l  included herein w i t h  favorable recommendation t o  the 
1981 session o f  the General Assembly. 
The comnittee and the s ta f f  of the Leg is la t i ve  Council were 
assisted by Marcia Bai rd  o f  the Leg i s l a t i ve  Draf t ing Off ice i n  the 
preparation o f  the b i l l  contained i n  t h i s  report .  
December, 1 980 Ly le  C. Yyle 
Di rec tor  
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INTRODUCTION 
Through provis ions o f  Senate J o i n t  Resolution No. 26, the 
Legis la t ive Counci 1  d i rec ted  the in te r im Commi t t e e  on Health, Envi ron- 
ment, Welfare, and I n s t i t u t i o n s  t o  conduct a  study o f  the fo l lowing 
topics: 
--	 A study t o  i d e n t i f y  the needs o f  the s ta te  mental i n  ions, 
community mental heal th centers, inc lud ing capacity ana runding 
considerations, and the problems o f  the chron ica l ly  mental ly 
ill l i v i n g  i n  a l t e rna t i ve  housing, and t o  assure e f f ec t i ve  care 
o f  the mental ly ill w i t h  a  view towards protect ing the pub l i c  
from dangerous mental ly ill persons whi le  preserving the r i g h t s  
o f  mental ly ill persons. 
A study o f  r u r a l  hea l th  programs ava i lab le  w i t h i n  t h i s  s ta te  
w i th  a  view towards i d e n t i f y i n g  the various programs and coor- 
d ina t ing  the programs t o  avoid dup l i ca t ion  and make be t t e r  use 
o f  s ta te  and federal funds. 
A study o f  the Medicaid Management Information Syste 
I n  addi t ion,  the Legis la t ive Council assigned a four th  t op i c  t o  
the committee. 
--	 A study o f  l i f e  care i n s t i t u t i o n s  w i t h  the ob ject ive o f  review- 
i n g  and recommending changes i n  the s ta tu to ry  provis ions f o r  
these i n s t i t u t i o n s .  
MENTAL HEALTH PROGRAMS 
The study o f  mental hea l th  programs consisted o f  an examination 
o f  various aspects o f  mental hea l th  services provided by s ta te  i n s t i -  
tu t ions  and by the community mental heal th centers throughout the 
state. Included i n  t h i s  study was a review o f  mental heal th funding 
and consideration o f  issues concerning the treatment of ,  and f a c i l i -
t i e s  f o r ,  the chron ica l l y  mental ly ill and the dangerous mental ly ill. 
Numerous persons fami 1  i a r  w i t h  mental heal th services were 
heard -- representatives o f  i n s t i t u t i o n a l  and community programs, psy-
c h i a t r i s t s  and psychologists, professional  associations, a d i s t r i c t  
cour t  judge, fami l ies  o f  mental heal th pat ients ,  and pat ients  them- 
selves. The committee a1 so toured some community mental heal th ten-
te rs  and s ta te  res iden t ia l  f a c i l i t i e s .  
the i n te r im  Committee on Judic iary  studied issues r e l a t -  
i n g  t o  the cr imina l  defense o f  insan i ty  and c i v i l  commitments o f  the 
mental ly ill, reference should be made t o  the f i n a l  repor t  o f  t ha t  
committee. 
J l t l c c  
Vio len t  Acts Committed by Mental Heal th Pat ien ts  
I n  1979, Colorado experienced several ep i  sodes o f  v i o l e n t  ac ts  
committed by former mental p a t i e n t s  o r  by p a t i e n t s  who had been 
released from s t a t e  mental i n s t i t u t i o n s  f o r  treatment i n  t h e  commu-
n ity. I n  Apr i  1 , 1980, t h e  Governor d i r e c t e d  t h a t  t h e  Department of 
I n s t i t u t i o n s ,  through i t s  D i v i s i o n  o f  Mental Health, undertake a thor -  
ough examination o f  the  p o l i c i e s  and procedures f o r  t h e  assessment, 
treatment, and discharge o f  t h e  v i o l e n t  menta l ly  ill. The p re l im ina ry  
r e s u l t s  o f  t h a t  i n v e s t i a a t i o n  were ~ u b l i s h e d  i n  June i n  a reDor t  e n t i -  
t l e d  Violence and t h e  Menta l ly  111. The ob jec t i ves  o f  t h a t  r e p o r t  
were t o  assess the  scope o f  t h e  s i t u a t i o n  i n  Colorado; t o  i d e n t i f y  
s p e c i f i c  problem areas; t o  recommend immediate steps t o  be taken; t a  
i d e n t i f y  areas needing more extended evaluat ion;  and t o  develop a pro-  
cess f o r  f u t u r e  so lu t ions .  
Representatives o f  the  Department o f  I n s t i t u t i o n s  reported oq 
the f i nd ings  contained i n  t h e  r e p o r t  and t h e  immediate steps being 
taken by t h e  D i v i s i o n  o f  Mental Heal th t o  address needed procedural 
changes. I n  a subsequent meeting, t h e  d i v i s i o n  s ta ted tha t ,  as a 
r e s u l t  o f  t h e  r e p o r t  and t h e  responses t o  it, t h e  f o l l o w i n g  ac t ions  
were being taken: 
--	 The Department o f  I n s t i t u t i o n s ,  i n  order t o  increase 
con t ro l  over t h e  p o t e n t i a l  re lease o f  v i o l e n t  
pa t ien ts ,  has e levated c e r t a i n  r e s p o n s i b i l i t i e s  t o  a 
higher admin is t ra t i ve  l e v e l .  The department i s  
implementing changes concerning p a t i e n t  i d e n t i f i -
cat ion;  review o f  t rans fe rs ,  terminat ions o f  c e r t i -  
f i c a t i o n ,  and releases; and discharge boards. 
- - I n  some cases, t h e  department has begun a process o f  
obta in ing,  w i t h i n  c o n s t i t u t i o n a l  l i m i t s ,  t h e  c r i m i -
nal records o f  known o r  suspected v i o l e n t  mental 
pa t ien ts .  A l e t t e r  has been sent  t o  the  At torney 
General asking f o r  advice about the  a c q u i s i t i o n  o f  
c r im ina l  records. 
--	 The Governor's Task Force on I n s a n i t y  has been 
inst ruc ted t o  consider determi nate commitment 
r e l a t e d  t o  the  degree o f  harm caused by the  crime 
under cons idera t ion  and r e v i s i o n  o f  the  i n c o m ~ e t e n t  
t o  stand t r i a l  p rov is ions  cons is tent  w i t h  ~ a c k k o n  v. 
Indiana. 
--	 The department i s  conducting a study o f  emergency 
p rac t i ces  i n  handl ing v i o l e n t  pa t ien ts .  Centers and 
c l i n i c s  throughout t h e  s t a t e  are being s tud ied and 
the  department i s  developing statewide guidel ines.  
--	 The department i s  conducting an ana lys is  o f  s e c u r i t y  
p rac t i ces  i n  the  s t a t e  hosp i ta ls .  
- - The department i s  contlnutng t o  evaluate and develop 
recommendations on the f o l  lowing issues: 
* 	 coordinat ion of the mental health, j u d i c i a l ,  law 
enforcement, and heal t h  systems ; 
* 	 the pub l i c  p o l i c y  f o r  c i v i l  commitment o f  dan-
gerous persons; and 
* 	 t r a i n i n g  programs f o r  s t a f f  i n  the care o f  the  
v i o l e n t  pat ient .  
-- The admini s t r a t i o n  i s  reviewing what budget 
requests, i f  any, would be appropriate and necessary 
t o  ca r ry  ou t  any o f  these recommendations. 
Comuni t y  Mental Health Treatment 
Congress enacted the "Community Mental Health Centers Act" i n  
1963 t o  provide funds f o r  the const ruct ion and s t a f f i n g  o f  
community-based treatment programs fo r  mental pat ients.  This leg is -  
l a t i o n  was enacted i n  response t o  the growing b e l i e f  t h a t  the needs o f  
the mental ly ill could not  be best  served by cont inuing the p rac t i ce  
o f  "warehousing" pa t ien ts  i n  large, over-crowded, and usual l y  
under-staffed s ta te  hospi ta ls.  The ob jec t i ve  o f  communi ty-based 
treatment was t o  remove pa t ien ts  from hospi ta l  beds and provide t r ea t -  
ment i n  a s e t t i n g  c loser  t o  t h e i r  own homes. 
The a c t  and i t s  subsequent amendments provided t h a t  community 
mental hea l th  services would be furnished by independent centers 
serving spec i f i c  geographic areas. Regulations under the a c t  mandated 
that ,  i f  organizations i n  a s ta te  were t o  be e l i g i b l e  for  the new fed- 
e ra l  funds, the s ta te  must formulate a p lan  which d iv ided the s ta te  
i n t o  catchment areas w i t h  populat ions o f  between 75,000 and 200,000 
people. Each catchment area can be served by a s ing le  community 
mental hea l th  center, the establishment o f  which could be sponsored by 
e i t h e r  a pub l i c  o r  a p r i v a t e  organization. 
Catchment areas i n  the c i t y  and county o f  Denver. When 
Colorado's s ta te  mental hea l th  p lan  was approved, Denver was div ided 
i n t o  fou r  separate catchment areas, and a separate community mental 
hea l th  center was establ ished i n  each. The four  centers, each gov- 
erned by i t s  own board o f  d i rec to rs  are: Southwest Denver Mental 
Health Center; Bethesda Mental Health Center; Park East Mental Health 
Center; and the Denver Health and Hospi ta ls Mental Health Program. 
These four  autonomous centers i n  Denver ( three w i t h  independent boards 
o f  d i rec to rs  and one operated by the C i t y  and County o f  Denver), have 
experienced c o n f l i c t s  i n  admin is t ra t ion and i n  prov id ing serv ice t o  
the mental ly ill. 
An example c i t e d  concerning the lack  o f  coordinat ion between 
the centers i s  i n  the p rov is ion  o f  emergency mental hea l th  services. 
Denver General Hospital , perhaps the  most v i s i b l e  emergency treatment 
f a c i l  i t y  i n  the metropol i tan area, f requent ly  i s  used by persons need- 
ing emergency mental hea l th  services. A1 though each mental hea l th  
center i s  responsible f o r  p rov id ing  mental hea l th  services ( inc lud ing 
emergency services) t o  t he  residents o f  i t s  catchment area, Denver 
o f f i c i a l s  s ta te  t h a t  they have been placed i n  the pos i t i on  o f  provid- 
i n g  emergency services t o  residents o f  a l l  the Denver catthment areas. 
Because Denver General Hospital i s  a p a r t  o f  the Denver Department o f  
Health and Hospitals, t h e i r  mental hea l th  program has been required t o  
provide services f o r  which other centers are responsible. 
Between 1974 and 1977, e f f o r t s  were undertaken t o  develop a 
coordinated working re la t ionsh ip  between the  four  community mental 
hea l th  centers i n  Denver. A t ten t ion  t o  increasing coordinat ion was 
i n i t i a t e d  through a p rov is ion  i n  the 1974 Tong appropr iat ions b i l l ,  
bu t  u l t ima te ly  was unsuccessful and no f u r t he r  e f f o t t s  t o  resolve 
these c o n f l i c t s  have been undertaken since t h a t  time. 
Funding o f  copmunity mental hea l t h  centers. The cur rent  fo r -
mula f o r  s ta te  funding o f  community mental hea l th  services ca lcu la tes 
funds ava i lab le  t o  a center r e l a t i v e  t o  the t o t a l  populat ion o f  the 
catchment area. According t o  the D i v i s i on  o f  Mental Health, there 
ex i s t s  a wide d i s p a r i t y  o f  pe r  cap i ta  funding l eve l s  among catchment 
areas, w i t h  va r ia t ions  o f  up t o  500 percent. New s ta te  do l l a r s  are  
being a1 located t o  the lowest per  cap i ta  funded centers t o  r e c t i f y  
these discrepancies and t o  b r i n g  them c loser  t o  the  per cap i ta  funding 
leve l  o f  other centers. 
A new method has been proposed by t h e  d i v i s i o n  f o r  d i s t r i b u t i n g  
funds on a "need" formula. Several "need" ind ica to rs  ( inc lud ing sui-  
c ide rates, unemployment, and m ino r i t y  populat ion, among other fac-
tors)  are used t o  modify the catchment area's popula t ion t o  ind ica te  
the populat ion " i n  need". D i s t r i b u t i o n  o f  new funds would then be 
based on r e l a t i v e  need i n  the catchment area ra ther  than using 
s t ra ight -1  ine  populat ion f igures.  
The use o f  a r e l a t i v e  need model i s  supported by those centers 
having high populat ions i n  need, such as the Capi to l  H i l l  area o f  
Denver, where s i g n i f i c a n t  numbers o f  de ins t i t u t i ona l i zed  mental 
pa t ien ts  reside. Representatives o f  other catchment areas maintain 
t h a t  t o  use such a formula would perpetuate the inequ i t i es  cu r ren t l y  
experienced by the lowest per  cap i ta  funded centers. Also, i t was 
s ta ted t h a t  equal proport ions o f  severely and moderately d isturbed 
c l i e n t s  are being t rea ted  by a11 community mental hea l th  centers i n  
the state, obv ia t ing the need t o  change t o  a "need-based1' system. 
' Decreasing number o f  community r e s i  dent i  a? f ac i  1 ities. Many 
~ a t i e n t s  released from s ta te  i n s t i t u t i o n s  fo r  communitv mental hea l th  
treatment have re1 i e d  on boarding homes and some n u r 6 n g  homes f o r  
residences. For those former pa t ien ts  who are not  able t o  funct ion 
independently, bu t  who do not  requ i re  twenty-four hour supervised 
care, boarding homes, i n  pa r t i cu l a r ,  appear t o  have provided the leve l  
o f  care needed. 
Boarding homes themselves are not  e l  i g i  b l e  f o r  d i r e c t  Medicaid 
i n s t i t u t i o n a l  reimbursement, bu t  a ma jo r i t y  o f  t h e i r  residents may 
subsist  on Medicaid allowances, o f ten  the only source of income t o  the 
resident. As w i t h  other Medicaid reimbursements, these allowances 
have become increas ing ly  inadequate i n  the face o f  r i s i n g  costs expe-
r ienced by the  boarding home operators, espec ia l ly  i f  even a minimal 
leve l  o f  supervision and care i s  t o  be provided. Thus i n  recent 
years, there has been a steady decrease i n  the number o f  boarding 
homes, which t yp i ca l  l y  have been operated as p r i va te  enterprises, and 
there i s  increasing pressure on pub l i c  resources t o  provide al terna- 
t i v e  housing f o r  former ly i n s t i t u t i o n a l i z e d  persons. There has been 
an increase i n  the number o f  pa t ien ts  who move i n t o  independent l i v i n g  
s i tua t ions  where no opportuni ty ex i s t s  f o r  any degree o f  supervision, 
such as i n  the tak ing o f  medication. 
The a v a i l a b i l i t y  o f  nursing home f a c i l i t i e s  has decl ined 
markedly as the r e s u l t  o f  regulat ions by the Department o f  Health 
which p r o h i b i t  a nursing home from having more than f i f t y  percent o f  
i t s  c l i e n t e l e  as psych ia t r i c  pat ients .  Further, use o f  nursing homes 
t o  house de ins t i t u t i ona l i zed  mental hea l th  pat ients  has met w i t h  a 
mixed reaction. To some observers, the use o f  nursing homes w i t h  ade- 
quate, s k i l l e d  s t a f f  i s  an acceptable method o f  prov id ing care t o  
psych ia t r i c  pa t ien ts  needing a l eve l  o f  supervision t h a t  f a l l s  between 
intense in -pa t ien t  care and minimal ly supervised community-based care. 
An opposite view i s  t h a t  nurs ing homes can become the "dumping ground" 
f o r  pat ients  who should more appropr iate ly be served by i n s t i t u t i o n a l  
f a c i l i t i e s  w i t h i n  the community. They a lso maintain t h a t  having 
former mental pat ients  i n  t h i s  s e t t i n g  i s  detr imental t o  the other 
pat ients  a t  the nursing home. 
Need f o r  add i t iona l  community treatment services. A number o f  
services were mentioned as being necessary t o  provide a continuum o f  
care f o r  pat ients  needing communi ty-based treatment. These services 
include 24-hour psych ia t r i c  emergency services, a v a i l a b i l i t y  o f  other 
out -pat ient  services, and an increasing number o f  programs f o r  
pat ients  who are progressing from i n s t i t u t i o n a l  t o  community-based 
treatment. 
I n s t i t u t i o n a l  Mental Health Services 
The t rend toward d e i n s t i t u t i o n a l i z a t i o n  f o r  the care and t r ea t -  
ment o f  the mental ly ill became a standard p rac t i ce  nationwide i n  the 
decade o f  the 1960's. A number o f  fac to rs  can be c i t e d  which provided 
the impetus f o r  de ins t i t u t i ona l i za t i on ,  perhaps most s i g n i f i c a n t  o f  
which was the prev ious ly  mentioned Community Mental Health Centers Act 
of 1963. 
The impact of d e i n s t i t u t i o n a l i z a t i o n  i n  Colorado can be seen i n  
average d a i l y  attendance f igu res  f o r  the Colorado State Hospi ta l  (CHS) 
i n  Pueblo over several years: 
Fisca l  Year CSH Average Dai l y  Attendance 
These f i gu res  i n d i c a t e  t h a t  t h e  number o f  persons r e c e i v i n g  
i n s t i t u t i o n a l  treatment has decl ined s i g n i f i c a n t l y  dur ing t h e  l a s t  two 
decades. As d e i n s t i t u t i o n a l i z a t i o n  occurred, the  expenditure o f  
p u b l i c  funds f o r  hosp i ta l  treatment decl ined r e l a t i v e  t o  the  amount 
spent f o r  community treatment o f  mental pa t ien ts .  A representa t ive  o f  
the  D i v i s i o n  o f  Mental Heal th repor ted t h a t ,  i n  1978, the  amount o f  
funds spent from a l l  sources f o r  community programs f o r  t h e  f i r s t  t ime 
surpassed the  t o t a l  expenditure f o r  i n s t i t u t i o n a l  treatment i n  Colo- 
rado. 
Shortage o f  i n s t i t u t i o n a l  bed space. As the  p o l i c y  o f  
d e i n s t i t u t i o n a l i z a t i o n  has ~ r o a r e s s e d  and . - resources s h i f t e d  toward 
community programs, fewer i n p a t i e n t  beds have been a v a i l a b l e  f o r  the  
care o f  persons i n  need o f  i n tens ive  i n s t i t u t i o n a l  care. The commit- 
tee  was t o l d  t h a t  the  demand f o r  i n p a t i e n t  care now exceeds the  supply 
o f  beds t o  the  ex tent  t h a t  w a i t i n g  l i s t s  e x i s t  f o r  t h e  placement o f  
p a t i e n t s  a t  both the  Colorado Sta te  Hospi ta l  and the  Ft .  Logan Mental 
Health Center. I n  the  case o f  both f a c i l i t i e s ,  t h e  w a i t i n g  pe r iod  
averages several months, and t h e  problem i s  i n t e n s i f i e d  by i n s u f f i -  
c i e n t  a l t e r n a t i v e  placements and t h e  increas ing shortage o f  nurs ing 
home and boarding home beds. 
Representatives o f  both community-based and i n s t i t u t i o n a l  
mental hea l th  programs recommended t h a t  more state-funded i n p a t i e n t  
beds be provided t o  adequately t r e a t  p a t i e n t s  who are  experiencing 
intense, acute p s y c h i a t r i c  d isorders.  The c a p a b i l i t y  o f  community 
programs t o  provide care o f  t h i s  nature was s a i d  t o  be n e i t h e r  ade- 
quate nor appropriate. 
Need f o r  in termediate care f a c i l i t i e s .  Another recommendation 
presented concerned the  need f o r  twenty-four hour, in termediate care 
f a c i l i t i e s .  The e x i s t i n g  s t r u c t u r e  o f  mental hea l th  programs has 
evolved so t h a t  appropr iate serv ices are a v a i l a b l e  f o r  p a t i e n t  needs 
on e i t h e r  end o f  the  spectrum -- h i g h l y  s t ruc tu red  i n s t i t u t i o n a l  
treatment and min imal ly  supervised community-based treatment -- b u t  
not  f o r  the  p a t i e n t  needing an intermediate l e v e l  o f  care. 
The syndrome o f  the  so-cal l e d  " revo lv ing  door" i s  r e l a t e d  
p r i m a r i l y  t o  the  c h r o n i c a l l y  menta l ly  disabled. The experience o f  the  
mental hea l th  system w i t h  t h i s  group has been a  cyc le  o f :  i n s t i t u -
t i o n a l  care; release t o  a  community mental hea l th  center;  commission 
o f  an a c t  t h a t  requ i res  law enforcement o r  emergency serv ices i n t e r -  
vention; and recommitment t o  i n s t i t u t i o n a l  care. These pa t ien ts ,  
whose cond i t ions  are non-reversible, are character ized as a  group f o r  
which ne i the r  f u l l - t i m e  i n s t i t u t i o n a l i z e d  care nor unsupervised commu- 
n i t y  l i v i n g  i s  appropr iate.  The lack  o f  adequate i n s t i t u t i o n a l  bed 
space, however, has caused a dilemma over the placement o f  these 
ind iv idua ls ,  and the need f o r  a l t e rna t i ve  placements has resu l ted i n  
the cos t l y  overuse of community hosp i ta l  beds, emergency and .diagnos- 
t i c  f a c l l i t i e s ,  and sometimes the inappropr iate use o f  county j a i l s .  
Many persons ind icated t h a t  the problem was most severe I n  the core 
c i t y  (Denver) where many of the ch ron ica l l y  mental ly ill have migrated 
f o r  a va r i e t y  o f  reasons. 
Since the use o f  s t a te  inpa t ien t  f a c i l i t i e s  i s  intended f o r  
short-term treatment o f  the acutely mental ly ill, i t  was recommended 
t h a t  the s ta te  estab l ish  a new type o f  r es i den t i a l  treatment f a c i l i t y  
f o r  intermediate leve l  long-term care o f  the chronic pa t ien t ,  f o r  whom 
the " revo lv ing door" syndrome has become a way o f  l i f e .  These f a c i l i -  
t i e s  would be accessible t o  persons from both i n s t i t u t i o n a l  and commu- 
n i t y  programs who are ch ron ica l l y  mental ly  ill. 
Committee Recommendations 
The committee submits no spec i f i c  recommendations a t  t h i s  time 
bu t  recognizes the need f o r  add i t iona l  l e g i s l a t i v e  considerat ion o f  
several issues. The issues needing a t t en t i on  include: the concept o f  
intermediate care f a c i l i t i e s  f o r  the ch ron ica l l y  mental ly ill;pos-
s i b l e  remedies f o r  the lack  o f  coordinat ion between the four  community 
mental hea l th  centers i n  Denver; and the long-range impl icat ions o f  
per  cap i ta  funding f o r  community mental hea l th  centers. Each possib le 
approach f o r  so lv ing the problems c i t e d  i n  t h i s  repor t  needs t o  be 
examined thoroughly, p a r t i c u l a r l y  before s ta te  funds are committed f o r  
new f a c i  1 i t i e s  o r  programs. 
The committee urges continued l e g i s l a t i v e  review o f  executive 
branch act ions and recommendations concerning mental health. Recom-
mendations from the Department o f  I n s t i t u t i o n s  which concern the 
issues addressed i n  t h i s  repor t  -- admin is t ra t ive  problems, leve ls  o f  
funding, the need for  more f a c i l i t i e s  o r  add i t iona l  mental hea l th  beds 
-- should be c a r e f u l l y  reviewed. 
F i na l l y ,  the 1981 standing committees on Health, Environment, 
Welfare, and I n s t i t u t i o n s  should a lso coordinate t h e i r  discussions on 
mental hea l th  issues w i t h  the a c t i v i t i e s  o f  House and Senate Commit-
tees on the Jud ic ia ry  t o  ensure t h a t  the l e g i s l a t i v e  committees are 
ac t ing  w i t h  consistent  object ives.  
RURAL HEALTH 
Senate J o i n t  Resolut ion 26, 1980 session, d i rec ted  a study o f  
r u r a l  hea l th  programs t o  ascer ta in  the need f o r  coordinat ion between 
programs, t o  determine the extent  t o  which dup l i ca t ion  o f  program ser- 
vices ex is ts ,  and t o  obta in  b e t t e r  app l i ca t ion  f o r  s ta te  and federal 
funds. Hearings were he ld  on these subjects a t  the Colorado Rural 
Health Conference a t  Keystone i n  October. Ind iv idua ls  and representa- 
tives o f  organi z a t i  ons prov id ing r u r a l  hea l th  services addressed the  
issues o f  coordination, dupl i ca t ion ,  and funding o f  r u r a l  hea l th  ser- 
vices. 
I n  preparat ion f o r  these discussions, the  Leg is la t i ve  Council 
s t a f f  prepared an inventory o f  state-sponsored programs which have a 
primary focus on ru ra l  heal th service de l i ve ry  and t h i s  inventory i s  
appended t o  t h i s  repor t  (see Appendix, pages 55-69). Further, the 
committee reviewed spec i f i c  problem areas i d e n t i f i e d  i n  a 1978 i n te r im  
study a t  which time several new state-sponsored programs were being 
implemented. The objectives, services provided, and accomplishments 
o f  these r e l a t i v e l y  new programs were discussed a t  the Keystone con-
ference. 
Colorado Of f ice o f  Rural Health 
The Of f i ce  o f  Rural Health was establ ished i n  January, 1978, by 
Executive Order of the Governor, t o  serve as a cent ra l  agency con- 
cerned so le ly  w i t h  r u r a l  hea l th  matters. The establishment o f  the 
o f f i c e  was i n i t i a l l y  recommended i n  1977 by the Governor's Commission 
on Rural Health Manpower Solut ions, w i t h  the support o f  the Univers i ty  
o f  Colorado Health Sciences Center and the Colorado Department o f  
Health. I n  i t s  f i r s t  year, the O f f i c e  o f  Rural Health was s i tua ted  i n  
the O f f i ce  o f  the Governor; therea f te r  i t has been i n  the O f f i ce  o f  
the Lieutenant Governor. The d i r ec to r  o f  the o f f i ce ,  Jack Locke, 
M.D., explained t h a t  one ob jec t i ve  o f  the o f f i c e  i s  t o  ensure t h a t  
r u r a l  heal th issues are addressed i n  the formulat ion and execution o f  
s ta te  po l icy .  Further, the o f f i c e  attempts t o  provide linkages f o r  
information and resources between urban and r u r a l  communities, between 
federal, state, and loca l  u n i t s  o f  government, and between the pub l i c  
and p r i va te  sectors. 
A c t i v i t i e s  o f  the o f f i c e  include publ ish ing a newspaper con- 
cerning ru ra l  health; sponsorship o f  the Rural Health Manpower and 
Recruitment Consortium; conducting a special study t o  assess the 
chronic shortage o f  nurses i n  r u r a l  hosp i ta ls  and nursing homes; and 
the promotion o f  volunteer heal th  services i n  r u r a l  areas. 
The committee was concerned t h a t  the o f f i c e  does not have, nor 
has i t  ever sought, l e g i s l a t i v e  recogni t ion f o r  status as a s ta te  
function. A t  the t ime o f  i t s  establishment by executive order, leg is -
l a t i o n  t o  create such an o f f i c e  was pending before the General Assem-
bly ,  bu t  was removed from consideration when the Governor acted t o  
create the Of f i ce  of Rural Health. Committee members were c r i t i c a l  o f  
the f a i l u r e  o f  the o f f i c e  t o  communicate w i t h  the General Assembly. 
Manpower Programs fo r  Rural Health 
The most commonly c i t e d  def ic iency i n  the  de l i ve ry  o f  r u r a l  
heal th services i n  Colorado has been the lack  o f  adequate heal th  man-
power i n  r u ra l  communities. The 1978 Committee on Local Government 
stated t h a t  the lack o f  primary heal th  care providers, o r  more cor-
r e c t l y  the ma ld is t r ibu t ion  o f  providers, i s  the problem c i t e d  most 
frequently as the major cause of the lack of adequate r u r a l  hea l th  
care i n  Colorado. 
Several programs have been establ ished t o  address the manpower 
needs -- the Colorado Rural Health Recruitment and Manpower Consor-
tium, and three programs sponsored by the Univers i ty  o f  Colorado 
Health Sciences Center -- SEARCH (Statewide Education A c t i v i t i e s  f o r  
Rural Colorado' s Health) , M/POP (Mountain/Pl a i  ns Outreach Program), 
and the Family Medicine Training Program. These programs are summa-
r i zed  i n  the inventory which accompanies t h i s  report .  
Problems o f  Rural Health i n  Colorado 
Persons meeting w i t h  the committee a t  Keystone o f fe red  the f o l -  
lowing responses t o  issues o f  dup l i ca t ion  and coordination o f  program 
services, uses f o r  s ta te  and federal funds, and p r i o r i t y  needs i n  
r u r a l  health. 
1. 	Does there appear t o  be a dup l i ca t ion  o f  e f f o r t  between various 
programs? 
O f f i ce  o f  Rural Health: "We have counted a t  l eas t  s i x t y - f i ve  
organizations t h a t  are ac t i ve  i n  r u r a l  health, and we have not  seen 
any s i g n i f i c a n t  dup l i ca t ion  among them. This lack  o f  dup l icat ion has 
come as a surpr ise t o  us. It appears t h a t  r u r a l  hea l th  programs are 
developed because o f  a vacuum t h a t  ex i s t s  i n  a spec i f i c  area f o r  a 
spec i f i c  service.'' 
Fami l y  p rac t i ce  physician, G l enwood Springs: "Isee no serious 
instances o f  s i a n i f i c a n t  dupl icat ion.  bu t  what l i t t l e  ex i s t s  -- i n  
cont inuing education, fami l y  p ianni  ng , v i s i t i n g  nurse programs -- i s  
very small and involves 1 i t t l e  amounts o f  money. " 
2. 	 How are services coordinated between programs, o r  i s  coordina-
t i o n  a problem? 
Manpower Consortium (The Rural Health Manpower and Recruitment 
Consortium, O f f i ce  o f  Rural Health): "There i s  ac t i ve  coordination 
between the heal th  mamower Droarams i n  the state. The consortium 
receives informat ion from' the medical society, whose computer 1 i s t s  
openings f o r  physicians around the state.  The medical society program 
works wel l  f o r  urban areas bu t  not  f o r  r u r a l  ones, so a l l  r u r a l  
i nqu i r i es  are referred t o  the consortium. The Colorado Nurses Associ- 
a t i o n  re fe r s  a l l  t h e i r  r u r a l  i nqu i r i es  t o  the consortium. Also, the 
community nursing component o f  the Department o f  Health places commu- 
n i t y  pub1 i c  heal th nurses i n  r u r a l  areas, so a1 1 i nqu i r i es  o f  t h i s  
nature received by the consortium are re fe r red  t o  the department. The 
consortium also ac t i ve l y  works w i t h  SEARCH, M/POP, the National Health 
Service Corps, the Rural Health Care Association, the Academy o f  
Physician Assistants, and others i n  a conscious attempt t o  coordinate 
e f f o r t s .  I' 
Di rector  o f  an Area Health Education Center (AHEC) i n  the 
SEARCH program: "The r o l e  of the AHEC's around the s ta te  are t o  a c t  as 
a vehic le f o r  coordinat ion o f  resources i n  t h e i r  own region. An area 
f o r  improved coordi nation, we have found, i s  con t i  nui  ng-education pro- 
grams sponsored by in s t i  t u t i  ons , 1ike r u r a l  hosp i ta l  s. The AHEC could 
provide t h a t  service, and thus f ree  up the time devoted t o  cont inuing 
education by i n s t i t u t i o n a l  personnel. 
O f f i ce  o f  Rural Health: "We see our r o l e  as serving as a 
ca ta lys t  between r u r a l  needs and ava i lab le  resources. A la rge p a r t  o f  
the problem i n  r u r a l  hea l th  i s  the i n a b i l i t y  t o  qu ick ly  t rans fe r  
urban-developed medical technology t o  r u r a l  areas. Several new pro-
grams are addressing some aspects o f  t h i s  problem bu t  there remains an 
inordinate lack o f  t h i s  t ransfer .  I' 
Family p rac t i ce  physician, Glenwood. Springs: "Coordination o f  
p r o g r a m u u l d . One o f  the 
p r i o r i t y  needs i n  r u r a l  hea l th  i s  the coordinat ion o f  program services 
a1 ready avai 1 ab 1 e .I' 
3. 	 How can s ta te  and federal  funds f o r  r u r a l  hea l th  programs be 

used more e f f ec t i ve l y?  

O f f i ce  o f  Rural Health: "It i s  our opinion t h a t  Colorado i s  
blessed w i t h  a l o t  o f  hea l th  resources, and t h a t  the problems being 
experienced are not  money problems. Though funding, o f  course, i s  
important, the in fus ion  o f  more money won't solve r u r a l  hea l th  prob-
lems. A suggestion we would make i s  t o  a l low the O f f i c e  o f  Rural 
Health t o  p lay an expanded r o l e  i n  helping match our abundant 
resources t o  ex i s t i ng  needs. I' 
Family p rac t i ce  physician, Glenwood Springs: "It i s  v i r t u a l l y  
impossible t o  supply a l l  the needs o f  r u r a l  hea l th  programs w i t h  the 
funds avai lable.  I would suggest t h a t  a reor ien ta t ion  o f  values i s  
necessary ra ther  than a continued re l iance  on pub l i c  funds. We need 
t o  develop a more cost -e f fec t ive heal th  system which provides: eco-
nomic incentives t o  pat ients ,  p rac t i t i oners ,  and i n s t i t u t i o n s  which 
encourage the pa t i en t  t o  assume responsibi 1 it y  f o r  remaining we1 1 ; we 
need t o  spend less money f o r  exot ic  procedures and more money on basic 
human needs; and we must spend less money on end-of- l i  f e  technology. ' 
Rules, Regulations, and Statutes A f fec t ing  Rural Health 
A task force o f  r u r a l  heal th professionals, organized a t  the 
1979 r u r a l  hea l th  conference, presented the committee w i t h  a summary \ - -
o f  issues concerning s ta te  s ta tu to ry  and regulatory pol  i c i e s  adversely 
a f f ec t i ng  ru ra l  health. These issues included: the impact on r u r a l  
areas o f  the a l te rna t i ves  t o  nursing homes program establ ished by 
Senate B i l l  38 (1980 session); the e f fec t  o f  low Medicare and Medicaid 
reimbursements on r u r a l  hosp i ta l  s  and hea l th  care prov iders  ; the 
impact o f  state-mandated programs w i t h  no appropr iated funds; the  need 
f o r  b i  r t h i  ng centers i n  r u r a l  areas; recommended sa lary  increases fo r  
p u b l i c  hea l th  nurses; and the  u t i l i z a t i o n  o f  phys ic ian ass is tants  and 
nurse p r a c t i t i o n e r s  in r u r a l  areas. 
Committee Recommendations 
Most o f  the  recommendations o f  t h e  r u r a l  h e a l t h  task  fo rce  on 
ru les ,  regu la t ions ,  and s t a t e  laws are addressed more appropr ia te ly  i n  
the  s t a t e  budgeting and appropr ia t ions  process and w i l l  be issues i n  
the  1981 session o f  the  General Assembly. Other problems -- coordina-
t i o n  o f  services, i n  p a r t i c u l a r  -- invo lve  admin is t ra t i ve  agencies and 
need t o  be examined i n  greater  d e t a i l  than t ime permi t ted  dur ing t h i s  
i n t e r i m  period. 
The committee recommends t h a t  representat ives o f  the  O f f i c e  o f  
Rural Heal th and the SEARCH, M/POP, and Family Prac t ice  programs a t  
t h e  U n i v e r s i t y  o f  Colorado Heal th Sciences Center, as w e l l  as repre-
sentat ives o f  o ther  s t a t e  programs f o r  r u r a l  heal th,  review w i t h  the 
two HEW1 Committees i n  t h e  1981 session t h e i r  cu r ren t  a c t i v i t i e s  and 
approaches used i n  addressing t h e  problems i d e n t i f i e d .  Admin is t ra t ive  
issues can be considered i n  greater  d e t a i l  i n  the  contex t  o f  s p e c i f i c  
l e g i s l a t i o n  under considerat ion. 
MEDICAID MANAGEMENT INFORMATION SYSTEM 
(MMIS) 
The study o f  the  s t a t e ' s  Medicaid Management In format ion System 
was d i r e c t e d  by t h e  General Assembly i n  response t o  the  la rge  number 
o f  complaints received dur ing t h e  1980 session concerning the  Medicaid 
reimbursement system from providers o f  Medicaid services. Several 
hearings were he ld  by the  Senate Committee on Health, Environment, 
h- Welfare, and I n s t i t u t i o n s  on t h i s  issue dur ing the  1980 session and 
the  in format ion presented appeared t o  substant ia te  claims t h a t  numer-
is-
 ous problems ex is ted  i n  the  newly implemented reimbursement mechanism. 
During the  Senate hearings, a number o f  serv ice  providers,  
represent ing a  wide range o f  Medicaid serv ices such as medicine, lab-
o ra to ry  serv ices,  t ranspor ta t i on  prov iders ,  and nurs ing homes, pre-
sented t h e i r  complaints. The i n t e r i m  committee, however, d i r e c t e d  i t s  
a t t e n t i o n  t o  the  responses from Medicaid program admin is t ra tors  t o  the  
issues brought f o r t h  i n  the  p rov ide rs '  e a r l i e r  testimony. 
This r e p o r t  w i l l  descr ibe b r i e f l y  the  purposes f o r  which the 
Medicaid Management In format ion System program was developed, i t s  
implementation i n  Colorado, the  nature o f  the  problems experienced by 
Medicaid serv ice  prov iders ,  and the  responses and c o r r e c t i v e  ac t ions  
o f  Medicaid program admin is t ra tors  t o  the  repor ted def ic ienc ies .  
Background Report 
The Medicaid Management Informat ion System i s  a computerized 
program f o r  the processing o f  reimbursement claims submitted by the 
providers of Medicaid services. The administrat ion o f  the  s ta te ' s  
Medicaid program i s  the respons ib i l i t y  of the Department o f  Social 
Services, although the program i s  operated by Blue Cross/Blue Shield 
o f  Colorado ac t ing  as the s ta te 's  Medicaid f i s ca l  agent under cont ract  
w i t h  the Department o f  Social Services. The dut ies  o f  the f i s c a l  
agent are t o  receive and process reimbursement claims fo r  services 
rendered by providers, and t o  n o t i f y  the department o f  actual reim-
bursement payments they are t o  make t o  providers. The f i s c a l  agent 
funct ion has been performed by Blue Cross/Blue Shield since the begin- 
n ing o f  the Colorado Medicaid program i n  1969, and it was also granted 
the contract  t o  serve as f i s c a l  agent under the new Medicaid manage-
ment program. 
Federal i n i t i a t i v e s .  I n  1972, federal l e g i s l a t i o n  was passed 
t o  encourage states t o  develop data processing systems f o r  the manage- 
ment o f  Medicaid programs. The ob ject ive o f  t h i s  l e g i s l a t i o n  was t o  
provide states w i t h  in tegrated computer processing operations to: 
process and pay b i l l s  f o r  hea l th  care services given Medicaid recip-
ients;  store and re t r i eve  service and payment data f o r  use i n  monitor- 
i ng  and analyzing program a c t i v i t y ;  and, generate management reports. 
As incentives t o  the states f o r  the development o f  such systems, the 
federal government would reimburse states f o r  n inety  percent o f  the 
cost  o f  the i n i t i a l  development o f  systems which complied w i t h  federal 
spec i f ica t ions and thereaf ter ,  t o  reimburse them f o r  seventy-f i v e  per- 
cent o f  the cost  f o r  the  on-going operation o f  the c e r t i f i e d  system, 
instead o f  the usual f i f t y  percent cost  sharing f o r  administrat ion o f  
Medicaid. 
Development o f  The Medicaid Management Informat ion System i n  
Colorado. Between 1976 and.1978, the Department o f  Social Services 
received l e g i s l a t i v e  author izat ion f o r  a Medicaid management program 
and spec i f ica t ions were developed f o r  a c e r t i f i a b l e  system. Ear ly i n  
1979, Blue Cross/Blue Shield was selected as the f i s c a l  agent f o r  the 
new program and it was granted a two-year cont ract  through June 30, 
1981, w i t h  the opt ion o f  two one-year extensions. The f i r s t  groups o f  
providers i n  the phased-in implementation process came on- l ine i n  
June, 1979. By October, 1979, a1 1 Medicaid service providers '  claims 
were being processed through the new Medicaid management system. 
Overview o f  MMIS 
The graphic on the fo l lowing page displays the  basic components 
o f  MMIS i n  a f lowchart  fashion. 

The processes depicted i n  the graphic are: 
1. 	 A f t e r  medical services are rendered by authorized providers, a 
c la im f o r  reimbursement i s  submitted on an approved form t o  
Blue Cross/Bl ue Shield. 
2. 	 The system i s  programmed w i t h  in format ion pe r t a i n i ng  t o  e l i g i -
b l  e rec ip ients ,  approved providers, and a "reference file"  , 
which stores data per ta in ing  t o  the cur rent  ra tes o f  payment 
f o r  various medical procedures and services. I n  the processing 
o f  claims, t h i s  informat ion i s  used by the computer t o  "adjudi- 
cate" claims t o  determine whether claims are complete, accu-
rate,  and e l i g i b l e  f o r  reimbursement. 
3. 	 I f  an e r r o r  i n  the c la im i s  discovered, i t  i s  re jec ted  by the 
computer and an "exception code" i s  entered on the claim. The 
exception code requires t h a t  the c la im be processed fur ther .  
Sometimes, the e r r o r  can be corrected by Blue Cross/Blue 
Shield, and the c la im i s  reprocessed manually and adjudicated. 
I f  i t  cannot be corrected, the c la im goes t o  the "suspense 
f i l e " ,  meaning t h a t  payment on the c la im i s  w i thhe ld  u n t i l  the 
e r ro rs  can be corrected, e i t h e r  by the f i s c a l  agent o r  by the 
provider. 
4. 	 A f t e r  adjudication, the in format ion on the c la im i s  forwarded 
t o  the department where warrants f o r  payments and remittance 
statements t o  accompany the warrants are prepared. 
5. 	 Reimbursement warrants and remittance statements are sent t o  
the provider.  
6. 	 "MARS", Management and Administrat ive Reporting Subsystem, com-
p i l e s  informat ion from a l l  claims processed t o  provide manage-
ment informat ion (mostly f i nanc ia l  data) t o  keep t r ack  o f  over-
a l l  program trends i n  the Medicaid program. The i n t e n t  of the 
federal government i n  r equ i r i ng  t h i s  repor t ing  subsystem was t o  
f a c i l i t a t e  sound decision-making by s ta te  l eg i s l a tu res  and pro- 
gram administrators f o r  Medicaid programs. 
7. 	 "SURS", Survei l lance and U t i l i z a t i o n  Review Subsystem, a lso 
re t r ieves  data from claims processed through the system f o r  two 
basic purposes: t o  provide informat ion t h a t  assesses the leve l  
and q u a l i t y  o f  care provided t o  Medicaid rec ip ients ;  and t o  
f a c i l i t a t e  the inves t iga t ion  o f  suspected instances o f  f raud o r  
abuse by Medicaid providers o r  rec ip ients .  
Reimbursement Problems I d e n t i f i e d  by Providers 
Providers pointed out  two separate types o f  def ic ienc ies  i n  the 
Medicaid management program -- problems i n  the prompt and accurate 
processing o f  p rov ider ' s  claims; and def ic ienc ies  i n  actual  ra tes  o f  
reimbursement. 
1) Claim processing problems. Representatives of several d i f -  
f e ren t  provider groups c i t e d  the fo l low ing  as examples o f  problems i n  
the processing o f  Medicaid claims: 
--	 D i f f i c u l t i e s  in prepar i  nq the forms under the new system. 
Providers are required t o  enter  several spec i f ic  code numbers 
on submitted c la im forms t o  "program" the  computer. This task 
was formerly completed by the f i s c a l  agent, bu t  i s  now required 
o f  the providers themselves. Preparing the forms i s  a d i f f i -  
c u l t  and time-consuming process as there are thousands o f  codes 
from which t o  select .  Er rors  i n  coding o f ten  r e s u l t  i n  a delay 
i n  rece iv ing payment o r  i n  the  denial o f  the claim. 
Problems i n  rece iv ing  payments. Providers explained the numer- 
ous d i f f i c u l t i e s  they have had i n  reconc i l i ng  the informat ion 
between the remittance statement and i n  the payment they 
receive. Examples include: no p a t i e n t  names on statements; no 
reasons f o r  denial o f  payments; erroneous denials; and d i f f e r -
ent  payment l eve l s  f o r  the same procedure. Add i t i ona l l y ,  some 
payments have been sent t o  the wrong providers, and some cla im 
forms have been l os t .  The e f f ec t  o f  these problems i s  t h a t  
providers have had t o  co r rec t  and resubmit t h e i r  claims, f u r -
the r  delaying payments already described as being untimely. 
2) Low reimbursement rates. The major c r i t i c i s m  o f  the 
Medicaid program c i t e d  by providers i s  the low reimbursement amounts 
f o r  the services provided. One physic ian stated t h a t  the reimburse- 
ments he receives amount t o  a f o r t y - f i v e  t o  seventy-f ive percent d is -
count o f  h i s  regu lar  charges. Several providers stated t h a t  t h e i r  
reimbursement l eve l s  have no t  changed i n  over ten  years. Providers 
s ta ted t h a t  they are l os i ng  money by p rov id ing  services t o  Medicaid 
pa t ien ts  and t h i s  loss forces them t o  increase t h e i r  charges t o  p r i -
vate pat ients .  Furthermore, the ne t  e f f e c t  o f  such low reimbursements 
i s  an increasing number o f  Medicaid providers who are discont inuing o r  
severely c u r t a i  1 i ng  p a r t i c i p a t i o n  i n  the program. 
Responses by Program Administrators 
The f a c t  t h a t  a number o f  problems have been experienced dur ing 
the implementation o f  the Medicaid Management Informat ion System was 
acknowledged by the  department and Blue Cross/Blue Shield. I n  
exp la in ing the operat ional  problems i t was s ta ted a t  one meeting that :  
"As w i t h  any major systems conversion, there are bound t o  be oper- 
a t iona l  problems discovered fo l low ing  the conversion. While the prob- 
lems are not  insurmountable, the  reso lu t ion  does requ i re  a 
p r i o r i t i z a t i o n  o f  l i m i t e d  resources and a thorough understanding o f  
what has t o  be f ixed.  I' 
I n  devis ing a procedure f o r  co r rec t ing  e r ro rs  i n  the new sys-
tem, it was apparent t h a t  problems could not  be i d e n t i f i e d  u n t i l  a 
complete changeover from the o l d  system had occurred. Once the admin- 
i s t r a t o r s  were t o t a l  l y  re1 i a n t  on the new system spec i f i c  problems 
could begin t o  be i d e n t i f i e d  (a procedure recommended by a consul t -  
ant). As the  processing o f  c la ims was begun, the  day-to-day adminis-
t r a t i  ve problems became apparent and cor rec t ions  t o  t h e  program could 
then be made. 
The f o l l o w i n g  i s  a summary ~f t h e  responses provided t o  the  
problem areas noted: 
Responses t o  Operat ional Problems 
1. Coding o f  c la ims by providers.  A major content ion  among 
Medicaid prov iders  has been t h e  requirement t h a t  they u t i l i z e  a new 
c la im form which uses numeric codes ins tead o f  t h e  former na r ra t i ve .  
Spec i f i c  problems c i t e d  inc luded the  d i f f i c u l t y  i n  f i n d i n g  the  appro-
p r i a t e  codes from among the  thousands a v a i l a b l e  and the  t ime requ i red 
t o  complete the  many questions on the  form. 
Program admin is t ra tors  expla ined t h a t  t h e  dec is ion t o  use forms 
t h a t  are "pre-coded" , meaning t h a t  t h e  p rov ide r  need on ly  t o  c i r c l e  a 
procedure code number r a t h e r  than w r i t e  i n  the  procedure, was made t o  
speed the  processing o f  claims and t o  assure t h a t  each payment i s  made 
f o r  the  procedure a c t u a l l y  provided. Add i t i ona l l y ,  because some 
providers were skep t i ca l  o f  the  payment ra tes  chosen when coding was 
done by the f i s c a l  agent, i t  was decided t h a t  prov iders  should do the  
coding themselves. Federal regu la t ions  mandate 117 data elements on 
each c la im form submitted, which r e s u l t s  i n  the  la rge  number o f  ques-
t i o n s  t h a t  must be completed. Much o f  t h a t  in format ion i s  no t  
requ i red f o r  the  processing o f  claims, b u t  f o r  prepar ing t h e  MRS 
(Management and Admi n i  s t r a t i  ve Report ing Subsystem) and SllRS (Survei 1 -
lance and U t i  1 i z a t i o n  Review Sybsystem) in format ion and r e p o r t i n g  e le-  
ments o f  MMIS. 
I n  response t o  the  coding problem, new procedures and c la im 
forms are  being incorporated i n  the  program. Providers are now 
allowed t o  submit a l t e r n a t e  c la im forms o ther  than the  standard 
Medicaid form. S p e c i f i c a l l y  noted as an example i s  t h e  Blue Sh ie ld  
" a l l  purpose" form, which about 15,000 physic ians are a l ready u t i l  i z -  
ing. Other forms can be accepted i f  i t  can be demonstrated t h a t  they 
are widely used and can meet Medicaid data requirements. 
2. Responses concerning the  ac tua l  payment process. As p rev i -  
ously noted. other d i f f i c u l t i e s  c i t e d  by prov iders  i n  the  ac tua l  Day- 
men< process - inc l  uded problems i n  the  r e c e i p t  o f  prompt and accur&e 
reimbursements, r e j e c t e d  claims, l a c k  o f  in format ion on remit tance 
statements, and reimbursements sent t o  t h e  wrong provider.  
Representatives o f  t h e  department and Blue Cross/Bl ue Sh ie ld  
s ta ted many o f  the  problems prev ious ly  c i t e d  have now been corrected. 
To demonstrate t h i s  progress f i s c a l  agent representat ives provided the 
committee w i t h  performance s t a t i s t i c s  repor ts  thereon. (See t h e  f o l -
1 owi ng tab1 e. ) 
MHIS Performance S t a t i s t i c s  

For A l l  l l ed ica id  Services 

January 1980 A p r i l  1980 August 1980 
CLAIMS PROCESSED I N  IlOriTH ................... 238,131 290,168 236,681 
CLAIIIS APPROVED .................FOR PAYblENT 205,779 243,534 206,946 
CLAIFlS DENIED ............................... 21,100 21,549 18,680 
.........PERCECIT APPROVED WITHOllT SUSPENSIQIi 82. OX 81.9% 
..............CLAIMS 11'4 PROCESS AT IIONTH END 13,077 25,879 
AS ........PERCENT OF PROCESSED AT MONTH EIlD 5.5% 9.4% 
AVG. DAYS FRO14 SERVICE TO RECEIPT ........ 34.1 32.7 
AVG. DAYS FROIl RECEIPT TO ADJUDICATION 21 .a. 9.8 7.4 
AVG. DAYS FROM ADJUDICATION TO PAYIIEIIT 3J . e m  5.1 4.2 
AFV. l4UIlBER OF ERRORS PER CLAIM ............. .8 * 
PERCEIiIT OF CLAIMS ADJUDICATED I N :  
10 DAYS ................*..**.#.. 

20 DAYS ......................... 

30 DAYS ......................... 

45 DAYS ......................... 

60 DAYS ......................... 





AVG. DAILY PRODUCTION ....................... 

DAYS WORK 3id IiAI4D ........................... 

-11 Time from rendering of se rv ice  by p rov ider  t o  r e c e i p t  o f  reimbursement. 
-21 Time froni a r r f v a l  of c la ims a t  BCIRS t o  completion of process and approval f o r  payment. 
-31 Time from approval a t  BCIBS t o  preparat ion and m a i l i n g  of warrants and remi t tance 
statements by Department of Soc ia l  Services. 
* no t  repor ted -17-
When compared over a per iod  o f  time, program s t a t i s t i c s  i n d i -  
cate t h a t  the Medicaid management system i s  now processing claims a t  
an overa l l  l eve l  t h a t  administrators maintain i s  f a i r l y  near the 
system's optimum capab i l i t y .  T h e ~ e  are some obvious areas f o r  which 
improvement i s  s t i l l  needed, however. S p e c i f i c a l l y  c i t e d  as an 
improvement i s  the decl ine i n  the number o f  claims s t i l l  i n  process a t  
month's end from 25,879 i n  Apr i  1 t o  11,193 i n  August, down from the 
previous 9.4 percent o f  the  claims t o  5.0 percent. The number o f  
claims adjudicated i n  t en  days rose t o  91.4 percent i n  August (up from 
the A p r i l  f i gu re  o f  87.5 percent); and the  pre-machine inventory a t  
month's end (claims on-hand bu t  not  processed) was 10,142 i n  August 
(down from the A p r i l  inventory o f  16,500). I n  any case, there are a 
ce r t a i n  number o f  claims t h a t  need t o  be suspended due t o  questionable 
o r  unusual services (these w i l l  need manual in tervent ion) ,  and the 
optimum number o f  claims processed wi thout  suspension i s  pro jec ted t o  
be between seventy-f ive t o  e ighty  percent. 
Responses t o  the Issue o f  Reimbursement Levels 
Representatives o f  the Department o f  Social Services agreed 
w i t h  providers t h a t  low reimbursement rates are the major def ic iency 
i n  the Medicaid program. U n t i l  the 1979-80 f i s c a l  year, physicians 
had not  experienced an increase i n  ra tes since 1974 and reimbursements 
f o r  t ranspor ta t ion services have not  increased since 1969 ( the year of 
the o r i g i na t i on  o f  the Colorado Medicaid program). 
The possib le cur ta i lment  o f  Medicaid services by providers due 
l a rge l y  t o  the low reimbursement ra tes was a major f ac to r  f o r  the 
department's i n i t i a t i o n  o f  discussions w i t h  representat ives o f  various 
provider groups on intended changes i n  r a t e  structures.  It should be 
pointed out  t h a t  the loss of primary care medical services ( fami ly  
pract ice,  general pract ice,  ped ia t r i cs ,  and obstetrics/gynecology) i n  
a physic ian's o f f i ce  has the e f f ec t  of fo rc ing  Medicaid pa t ien ts  t o  
seek services i n  hosp i ta l  emergency rooms, which averages about t r i p l e  
the cost  of an o f f i c e  v i s i t .  The department representat ives empha-
sized t h a t  t h i s  underscores the necessity o f  assuring t h a t  Medicaid 
reimbursement ra tes are a t  an adequate leve l .  
Other Elements o f  the MMIS System 
The Management and Reporting Subsystem (MARS) i s  now capable o f  
producing Medicaid data f o r  an e n t i r e  year, and can produce f i nanc ia l  
reports consistent  w i t h  Medicaid l ine- i tems i n  the long appropriat ions 
b i l l .  These data are f a r  superior i n  terms o f  both completeness and 
d e t a i l  t o  any ava i lab le  i n  the past. This k ind of repor t ing  was one 
o f  the p r i o r i t y  object ives i n  developing the Medicaid Management 
Information System, and i t s  value w i l l  be espec ia l ly  important i n  the 
budgeting f o r  Medicaid services. 
The Survei l lance and U t i l i z a t i o n  Review Subsystem (SURS) w i l l  
a ss i s t  i n  the i d e n t i f i c a t i o n  o f  f raudulent  o r  abusive a c t i v i t i e s  i n  
the Medicaid program. Reports cur ren t l y  being produced contain 
erroneous informat ion bu t  co r rec t i ve  act ion i s  underway. This i s  not  
f u l l y  i n  operation because the department i n i t i a l l y  gave a higher 
p r i o r i t y  t o  claims processing and management repor t ing functions. 
Commi t t e e  Recommendat ions 
The committee agrees t h a t  the development o f  the Medicaid Man-
agement Informat ion System, and the e f f o r t s  o f  program administrators 
t o  r e c t i f y  problems reported by heal th care providers, i s  progressing 
i n  a sa t i s fac to ry  manner. No formal recommendations are being submit- 
ted, but  the committee has asked the program administrators t o  con- 
t inue repor t ing t o  the House and Senate Committees on Health, Environ-
ment, Welfare, and I n s t i t u t i o n s  dur ing the 1981 l e g i s l a t i v e  session. 
LIFE CARE INSTITUTIONS 
On June 23, the Leg is la t i ve  Council d i rec ted the Health, Envi-
ronment, Welfare, and I n s t i t u t i o n s  Committee t o  conduct a study o f  the 
Cheyenne Mountain Highlands L i f e  Care Center (commonly ca l l ed  "High-
lands"), an i n s t i t u t i o n  located i n  Colorado Springs t h a t  was 
experiencing serious f inanc ia l  d i f f i c u l t i e s  and possible foreclosure. 
Addi t ional ly,  the committee was t o  examine the respons ib i l i t y  o f  the 
Board o f  Examiners o f  L i f e  Care I n s t i t u t i o n s  f o r  the s i t ua t i on  t h a t  
had developed a t  Highlands. 
I n  the prov is ion o f  l i f e  care services, an ind iv idua l  makes an 
i n i t i a l  lump-sum payment (usual ly ca l l ed  an "endowmentN), f o r  l i f e t i m e  
l i v i n g  accommodations i n  a mu l t i - un i t  f a c i l i t y .  I n  addi t ion,  meals, 
heal th care, o r  other services may be provided by agreement between 
the resident and the operator. A monthly service fee i s  charged t o  
each resident t o  cover ce r ta i n  operating expenses f o r  these addi t iona l  
services. The endowment e n t i t l e s  the resident t o  a l i f e t i m e  occupancy 
p r i v i l ege ,  but  the endowment i s  not  a purchase o f  the un i t .  The own- 
ership o f  the u n i t  remains w i t h  the l i f e  care organization. 
I n  i t s  hearings, the committee was presented w i t h  a large quan- 
t ity of information concerning: the h i s to r y  o f  Highlands' business 
transactions; concerns expressed about prospective purchasers o f  High- 
lands; r esu l t s  o f  aud i ts  and invest igat ions i n t o  the f inanc ia l  status 
of the i n s t i t u t i o n ;  and inves t iga t ion  o f  i t s  owners, and i t s  prospec-
t i v e  buyers. A f t e r  having been presented w i t h  t h i s  testimony, the 
committee decided t o  concentrate on possible def ic ienc ies i n  the cur-
ren t  s ta tu te  which allowed a s i t u a t i o n  t o  occur t ha t  jeopardized the 
welfare o f  residents o f  a s ta te  regulated f a c i l i t y .  The committee 
determined t h a t  i t  would be inappropr iate f o r  i t  t o  make any recom- 
mendation concerning the actual business transactions between p r i va te  
par t ies ,  p a r t i c u l a r l y  since the i n s t i t u t i o n ' s  problems were s t i l l  a t  
issue before the s ta te  regulatory board and appeared t o  be subject t o  
possible l i t i g a t i o n .  
Legis la t ion i n  Colorado concerning the regu la t ion o f  1 i f e  care 
i n s t i t u t i o n s  was f i r s t  enacted by the General Assembly i n  1973 when 
the Board of Examiners o f  I n s t i t u t i o n s  f o r  Aged Persons was created. 
Even though there were few such i n s t i t u t i o n s  i n  the s ta te  i n  1973, the  
General Assembly concl uded t h a t  some s ta te  supervision was required 
f o r  t h i s  r e l a t i v e l y  new industry. I n  1977, dur ing a regu la r l y  sched- 
u led Sunset review the I n te r im  Committee on Health, Environment, Wel-
fa re  and I n s t i t u t i o n s  proposed a b i l l  which was subsequently adopted 
i n  1978 amending the act. The amendatory a c t  changed the  name o f  the 
regu la t ing body t o  the Board o f  Examiners o f  L i f e  Care I n s t i t u t i o n s  i n  
the Department o f  Regulatory Agencies; extended the board u n t i l  i t s  
next Sunset review i n  1983; and amended and expanded other provis ions 
f o r  l i f e  care. 
Statutory Def ic iencies 
Fol lowing i s  a discussion o f  those s ta tu to ry  provis ions which 
were i d e n t i f i e d  by some i n  committee hearings as being de f i c i en t .  
Inadequate reserve requirements. The a c t  requires t h a t  a l i f e  
care i n s t i t u t i o n  must have f i nanc ia l  reserves equivalent  t o  s i x t y - f i v e  
percent of a1 1 endowments received, t o  ensure 'the operator 's  per for -  
mance of contractual obl igat ions.  By s ta tu to r y  formula, the  amount 
held i n  reserve on each cont ract  can decrease over a per iod o f  time, 
bu t  under a p rov is ion  t h a t  was added i n  1978, a t  no time sha l l  there 
be less than t h i r t y  percent o f  the o r i g i n a l  reserve requirement main- 
tained. An addi t iona l  p rov is ion  s ta tes t h a t  a t  l eas t  ten percent of 
the reserve must cons is t  o f  cash deposits o r  secur i t ies .  The other 
n inety  percent o f  reserves can be he ld  i n  r ea l  estate, f u r n i t u r e  and 
equipment, o r  other investments. 
A Department o f  Regulatory Agencies' representat ive suggested 
t h a t  present reserve requirements are inadequate. Under ex i s t i ng  
s ta tu to ry  provisions, Highlands can be a t  l e a s t  $1.2 m i l l i o n  i n  debt 
(according t o  an aud i t  performed by the  D i v i s i on  o f  Insurance), y e t  
they could be i n  t o t a l  compliance w i t h  the s ta tu to ry  reserve require-  
ment w i t h  on ly  $86,000 i n  a cash account ( the amount equal t o  the ten 
percent cash reserve requirement). While Highlands was sa id  t o  be out  
o f  compliance w i t h  the cash reserve requirement, the ten percent cash 
reserves demonstrates t h a t  a f a c i l i t y  can be i n  compliance w i t h  the 
law bu t  a lso be inso lvent  a t  the  same time. 
An addi t iona l  aspect o f  the def ic iency i n  the f i nanc ia l  reserve 
requirement i s  t h a t  n inety  percent o f  the reserves can be i n  the 
bu i l d i ng  i t s e l f .  By j u s t  owning the bu i ld ing ,  an operator o f  a l i f e  
care i n s t i t u t i o n  has met a large por t ion  o f  the reserve requirement, 
but  such reserves become l i q u i d  assets on ly  a f t e r  the sale o f  the 
bui ld ing.  
I n a b i l i t y  t o  f i l e  l i e n  on behal f  o f  residents. The s ta tu te  
provides t h a t  v a l i d  l i f e  care contracts cons t i tu te  a pre fer red c la im 
against the operator 's  assets i n  the event o f  l i qu ida t ion .  When 
necessary t o  secure the performance o f  1 i f e  care ob l igat ions,  the 
board i s  empowered t o  f i l e  a no t i ce  o f  1 i e n  against  those assets on 
behal f  o f  the residents. 
Once the f i nanc ia l  condi t ion a t  the Highlands became known t o  
the board, the f i r s t  op t ion  ava i lab le  would be t o  move qu ick ly  t o  f i l e  
a l i e n  on behal f  o f  the residents. However, i n  explor ing t h a t  option, 
the  Department o f  Regulatory Agencies was informed by t he  Attorney 
General's O f f i ce  t h a t  the ac t ion  o f  f i l i n g  a no t i ce  o f  l i e n  was not  
ac tua l l y  ava i lab le  t o  the  state.  A separate p rov is ion  requires t h a t  
each operator have a blanket  f i d e l i t y  bond, running i n  h i s  favor, t o  
t o  p ro tec t  the operator from acts and omissions o f  h i s  own employees. 
It was the opinion o f  the  Attorney General tha t ,  once such a bond was 
acquired (as had been done by the operator o f  the Highlands) the  s ta te  
loses the r i g h t  t o  f i l e  a l i e n  against  the  operator 's  assets. 
I n a b i l i t y  o f  board t o  take ac t ion  shor t  o f  revokfng l icense. 
I n  view o f  the apparent def ic iencies a t  the Highlands, i t  was the 
opinion o f  the' Department o f  Regulatory ~ g e n c i e s  t h a t  the board had 
grounds f o r  tak ing some formal ac t ion  against the  f a c i l i t y .  The on ly  
rea l  remedy l e f t  t o  the  board, however, was t o  revoke i t s  1 icense, an 
opt ion t h a t  the board d i d  not  wish t o  exercise as i t would r e s u l t  i n  
c los ing the f a c i l i t y .  The residents would then be l e f t  wi thout  a 
place t o  l i v e .  The board determined tha t ,  since there remained some 
chance o f  the f a c i l i t y  cont inuing t o  operate under a new owner who 
could honor ex i s t i ng  contracts,  revocation o f  the  c e r t i f i c a t e  would be 
inappropriate. It was suggested t h a t  a be t t e r  a l t e rna t i ve  might be t o  
author ize the board t o  appoint a rece iver  f o r  a f a c i l i t y  fac ing de-
f a u l t  on i t s  ob l igat ions.  
Lack o f  expert ise f o r  regu la t ing  l i f e  care i n s t i t u t i o n s .  The 
five-member Board o f  Examiners o f  L i f e  Care I n s t i t u t i o n s  i s  com~r ised  
o f  two members representing the  indust ry  and three members 'repre- 
sent ing the pub l ic .  The board's major source of expert assistance 
appears t o  be the D i v i s i on  o f  Insurance. Present law includes three 
separate references under which the board may request assistance from 
the d iv i s ion :  f o r  ac tuar ia l  and economic studies o f  l i f e  care i n s t i -
tu t ions ;  f o r  evaluat ing any standard l i f e  care agreements f i l e d  w i t h  
the board; and t o  a i d  i n  the determination as t o  whether o r  not  s u f f i -  
c i e n t  f i nanc ia l  reserves are establ ished and maintained by any 1 i f e  
care i n s t i t u t i o n .  
I n  the case o f  the Highlands, the board requested t h a t  the 
d i v i s i o n  conduct an aud i t  o f  t h a t  f a c i l i t y  and the board r e l i e d  on the 
d i v i s i o n ' s  repor t  t o  substant iate i t s  f i nanc ia l  problems, p a r t i c u l a r l y  
w i t h  regards t o  the  lack  o f  maintenance o f  appropr iate reserves. 
The board's need f o r  more exper t ise  on a cont inuing basis was 
fu r ther  i l l u s t r a t e d  by the handl ing o f  the annual aud i t  repor ts  f i l e d  
w i t h  them i n  the past. A c e r t i f i e d  aud i t  must be f i l e d  annually w i t h  
the board and, under i t s  own ru les ,  the board requires such audi ts  as 
a condi t ion f o r  renewal o f  c e r t i f i c a t i o n .  Although the board has 
received regu lar  aud i ts  from the  Highlands, the aud i ts  were not  thor-
- - 
oughly reviewed so t h a t  the board could recognize any cont inuing 
f inanc ia l  d i f f i c u l t i e s  occurr ing a t  t h a t  f a c i  1ity.  
Because o f  the board's l ack  o f  expert ise and assistance i n  
f i nanc ia l  and other matters, and because o f  the du t ies  a1ready per- 
formed on behal f  o f  the board by the D i v i s i on  o f  Insurance, the 
Department o f  Regulatory Agencies recommended t r ans fe r  o f  the board's 
funct ions t o  the D iv i s ion  o f  Insurance and t h a t  the board be abol-
ished. 
Cash funding. One o f  the problems which has hindered the 
board, and a lso resu l ted  i n  increased costs f o r  residents o f  l i f e  care 
i n s t i t u t i o n s ,  i s  the cash funding f o r  the operations o f  the l i f e  care 
board. There present ly are s i x  1 i f e  care i n s t i t u t i o n s  i n  Colorado 
and, as i s  the case o f  the boards regu la t ing  other businesses, these 
i n s t i t u t i o n s  are assessed fees t h a t  are used f o r  the payment o f  the 
expense o f  regulat ion.  Given the extraordinary expenses o f  t h i s  
board, and the r e l a t i v e l y  few i n s t i t u t i o n s ,  fees assessed f o r  board 
expenses have increased rap id ly .  These expenses, o f  course, are 
passed along t o  the residents. 
Committee Recommendations 
The committee recommends a b i l l  which would repeal and reenact 
the present s ta tu tes concerning l i f e  care i n s t i t u t i o n s .  The b i l l ,  
d ra f ted i n  cooperation w i t h  The Department o f  Regulatory Agencies and 
the D iv i s ion  o f  Insurance, i s  intended t o  address the def ic ienc ies  
c i t e d  i n  the present act.  Below i s  a b r i e f  desc r ip t ion  o f  the b i l l ' s  
major provisions, and some reasons therefor .  
Transfer o f  cur rent  funct ions t o  the Commissioner o f  Insurance. 
As Dro~osed. the b i l l  w i l l  abo l ish  the Board o f  Examiners o f  L i f e  Care 
~ n s k i h t i o n s  and t r ans fe r  the board's funct ions t o  the Commissioner o f  
Insurance. The ex i s t i ng  Insurance Board w i l l  a ss i s t  the Commissioner 
of Insurance i n  the admin is t ra t ion o f  h i s  new duties. The ra t i ona le  
f o r  t h i s  suggested change i s  based on several factors:  
- - 	 The D iv is ion  o f  Insurance i s  authorized by s ta tu te  t o  ass i s t  
the L i f e  Care Board i n  several o f  i t s  functions. For example, 
the d i v i s i o n  provides ac tuar ia l  and economic studies o f  l i f e  
care i n s t i t u t i o n s ;  i t  evaluates l i f e  care agreements; and i t 
determines the suf f ic iency of reserves establ ished and main-
ta ined by i n s t i t u t i o n s .  
Many aspects o f  the l i f e  care indust ry  bear s i m i l a r i t i e s  t o  the 
insurance industry,  making the commissioner the appropriate 
au thor i t y  t o  regulate the 1 if e  care industry. Furthermore, the 
d i v i s i o n  has the expert ise and the s t a f f  capab i l i t y  o f  ade- 
quately provid ing f o r  such regulat ion.  
- - 	 Several provis ions o f  the proposed b i l l ,  espec ia l ly  those con-
cerning the r e h a b i l i t a t i o n  o f  an inso lvent  provider,  are statu-  
t o r y  dut ies  cu r ren t l y  exercised by the commissioner. 
-- Jhe regulation of life care i n  the D iv is ion  o f  Registrat ions i s  
now paid f o r  through cash funding which means t h a t  the a c t i v i -
t i e s  of t h i s  board must be f u l l y  funded from the fees for 
l icenses i n  the industry. Fees f o r  a l icense f o r  a l i f e  care 
i n s t i  t u t i o n  are $9,507, and $2,377 i s  charged f o r  the annual 
renewal t o  meet the board's expenses. Instead o f  continuing 
the cash funding requirement, the b i l l  provides f o r  funding o f  
the regulatory a c t i v i t y  from the s ta te ' s  general fund. 
Rehabi 1 it a t i o n  o f  the prov ider '  s  f i nanc ia l  condit ion. As noted 
e a r l i e r ,  the committee found t h a t  the only rea l  opt ion ava i lab le  t o  
the board i n  a s i t u a t i o n  s im i l a r  t o  Highlands was t o  revoke the li-
cense o f  the i n s t i t u t i o n .  This opt ion would l i k e l y  force the closure 
o f  the f a c i l i t y ,  and could r e s u l t  i n  the discont inuat ion o f  l i f e  care 
services t o  residents. For t h i s  reason, a prov is ion t o  al low the Com- 
missioner o f  Insurance t o  place the f a c i l i t y  under an in te r im 
receivership i s  recommended, which i s  equivalent t o  the commissioner's 
ex i s t i ng  remedial au thor i t y  over insurance companies t h a t  have become 
delinquent. Under the proposed b i l l ,  the commissioner could take t h i s  
ac t ion  i f  a l i f e  care i n s t i t u t i o n  has not met the reserve require-
ments, i s  insolvent,  i s  i n  danger o f  beconling insolvent,  o r  i s  f inan- 
c i a l l y  unsound t o  the extent  t h a t  i t cannot perform i t s  l i f e  care 
ob l igat ions t o  residents. The commissioner could assume d i r e c t  super- 
v i s i on  o f  the f a c i l i t y  and continue i t s  supervision u n t i l  the de f i -  
ciencies are r e c t i f i e d .  
I n  l i e u  o f  these remedies, however, the b i l l  also provides t ha t  
the commissioner could apply t o  the d i s t r i c t  cour t  f o r  au thor i t y  t o  
assume management and possession o f  the f a c i l i t y  f o r  the purpose of 
f i nanc ia l  r ehab i l i t a t i on .  The proposed b i l l  a lso sets f o r t h  the 
dut ies  o f  the commissioner i n  the case o f  a court-ordered management 
and possession action. 
Recording o f  l i e n  against operator 's assets. Under the current  
act ,  ex i s t i ng  contracts are deemed a prefer red c la im against a l l  oper-
a to rs '  assets i n  the event o f  a l i qu ida t ion .  T h e  proposed b i l l  
requires t h a t  a l i e n  be f i l e d  by the Commissioner o f  Insurance on the 
operator 's land and improvements p r i o r  t o  the grant ing o f  a c e r t i f i -
cate t o  operate. The l i e n  i s  f i l e d  on behal f  o f  each res ident  o f  the 
f a c i l i t y  i n  an amount equal " t o  the reasonable value o f  services t o  be 
performed". Addi t ional  l y ,  whi le  the ex i s t i ng  ac t  states t h a t  the res- 
idents '  c la im i s  subordinate t o  any other l i e n  o r  encumbrance out-
standing a t  the t ime o f  l i qu ida t i on ,  the proposed b i l l  provides t h a t  
the residents '  c la im i s  prefer red t o  a l l  l i ens ,  mortgages, o r  other 
encumbrances attached subsequent t o  t h e i r  own. Thus, the residents 
w i l l  be placed i n  the pos i t i on  o f  being a secured c red i t o r  i n  the 
event o f  1 iquidat ion.  
Escrow account f o r  entrance fees. A new prov is ion w i l l  requ i re  
t h a t  the operator, as a condi t ion f o r  l icensure, estab l ish an escrow 
account fo r  the deposit o f  any entrance fee received. The funds could 
be released from escrow when 1 i v i n g  u n i t s  become ava i lab le  f o r  r es i -
dency o r  when long-term cap i t a l  f inanc ing has been obtained. 
Annual report .  The proposed b i l l  w i l l  r equ i re  the operator t o  
f i l e  an annual repor t  w i t h  the commissioner. The repo r t  must contain 
c e r t i f i e d  f i nanc ia l  statements, updating o f  the in format ion t h a t  i s  
contained i n  the i n i t i a l  app l i ca t ion  f o r  a l icense, and such other 
informat ion as the commissioner may require. The cur ren t  ac t  only 
requires t h a t  an annual aud i t  be f i l e d  w i t h  the board and t h i s  i s  
l a rge l y  f o r  the purpose o f  determining t h a t  reserve requirements are 
met. 
As a  means o f  prov id ing a  more de ta i led  explanation o f  the pro- 
posed s ta tu to ry  changes, the fo l low ing  attached copy o f  the b i l l  
o f f e r s  section-by-section comments and comparisons w i t h  the e x i s t i n g  
law governing l i f e  care i n s t i t u t i o n s .  
--- -- 
A BILL FOR AN ACT 
COllCERNIffi THE REGULATION OF LIFE CARE INSTITUTIONS. 
8111 s l y  
(Mot.: This s u r a  I l e s  to t h i s  b i l l  as introduced and 
b s  not ~ s f l n * 5 
~ . ' , r r m t l Y ~  
Places regulatery a u t h r l t y  f o r  l l f e  c a n  Institutions I n  
th d i v l s i m  of  Insurance. Provtdcs maedles for  m f d e n t s  o f  
lihcam lnst l tut lons by n q u l r l  the mcordlng of a l i e n  f o r  
t l w t r  h f t t ,  by requtrtng spcc"9ft.d e x m *  and reserve fund6 
and by pmvlding statutory r c r d l e s  f o r  the rchabl l l tat lon o f  an 
Insolvent o r  f lmnc ia l l y  unsound provider. Repeals the exlst lng 
board o f  ocr lners of  l l f e  c a n  instltutlons, 
Be It .naftod & the General h s d l y  of  the State g Colorado: 
SECTION 1. Art ic le U of t i t l e  12, Colorado Revised 
Statuks 1973, 1978 Repl. Vol. , as amended, i s  REPEALED AND 
REENACTED, WITH AMEWO#NTS, t o  read: 
ARTICLE 13 
Llfe Care I n s t l  tutions 
12-13-101. Definitions. As used i n  th i s  art ic le, unless 
the context othenise requires: 
(1) "ConissionerH means the conlssioner of  Insurance. 
(2) "Entrance fee" neans the to ta l  o f  any i n i t i a l  or 
12-13-101. 	 Ik t ln l t lons.  The ac t  formerly defined mrgcdpasolmrs a 
person age 62 o r  older. and - l i f e  aremu um prorgded 
to m aged penon. The b i l l  deletes the 'aged parronm 
k t l n l t l o n ,  and mends V l f e  cue8  to k paria - .-
to an lndlvldual, t h l s  chrnge aprlds th.s t r m w  ~ f s f w  
to any l i f e  care c l l m t .  regardless of We. 
dcferred transfer to or for  the benefit of a providor of a s u  o f  
mney or other propecsty B& or promised to be wide as f u l l  or 
part ial  consideration for  tha acceptance or m i n t e ~ n c e  of a 
specified individual as a resident i n  a fac i l i t y .  
(3) YFaci l i ty"  mans the .place i n  which a provider 
undertahs to praride l i f e  c a n  to a resident. 
(4) "Life careU means cam provided, pursuant to a l i f e  
care contract, fo r  the l i f e  of an individual, including b u t  not 
l imited t o  sewices such as health care, medical services, board. 
lodping, or other necessities. 
(5) "Li fe cam contractm means a v r l t tan  contract to 
provide l i f e  cam to a person for  the duration o f  such person's 
l i f e  conditiomd cgon the transfer of m entrance fee to the 
provider of tach sewices i n  d d t t i o n  to or i n  l i eu  of the 
paynnt o f  mgulr r  periodic c h a m  fo r  the care and services 
l m l v r d .  
(6) * l i v ing  unit* r a n s  a mom, apartment, or ottmr ama 
within a f a c i l i t y  set aside for  the u c l u s f n  um or aontrol o f  
one or .onidenti f ied residents. 
(7) 	 "Provider" mans a person holding a cer t i f icate o f  
authortty issued pursuant to section U-l3-103who undertakes 'to 
.provide services I n  a taci 1 it y  pursuant to a 1 t f e  care contract. 
(8) "Resident* means any person en t i t l ed  pursuant to a l l f e  
care contract ta receive l i f e  c a n  i n  a fac i l i t y .  
(9) "Third party service providersn r a n s  any person, other 
than a provider holding a cer t i f i ca te  of authority issued 
(4) 'Iledlul s e n W  i s  new to th is  def ini t ion. 
Ysr d d l n i t ~ .  The former d e f i a l t l ~ no f  mqrcenslt8 -- .a wrfttm 
contract p rov ld i~q  f o r  the transfer o f  pmpetty condltionsd on thc 
furnishing ~f l l f e  care entered into between a m p e ~ t i w-1-
dent of a f i f e  infiitution and s curt  f l u t e  holder; - has ken d e  
leteci. as ius t* M i n i t t o n  of acer t \ f ic r te  tmlkr . 
(7) 	 War de f i d t l on  & a c e  the.praisions fmrorsy defined \mdcr 
.wtifiutr .holder". 
(8) 	 Substanttally Me sue as ox i r t ing definitions. 
(9) 	 Wn def ln l  tlon. 
pursuant t o  section 12-13-103,who contracts wi th a provider to  
provide l i f e  care services t o  residents. 
12-13-102. Cert i f icate o f  author i ty required - application. 
(1) Af ter  July 1, 1981, no person shall construct, acquire, 
maintain, or conduct a f a c i l i t y  f o r  the purpose of o f fe r ing  l i f e  
care, or  enter i n to  a l i f e  care contract as a provider, or  as a 
provider rnodify the terms o f  an ex is t ing  l i f e  care contract, 
except pursuant t o  t h i s  ar t ic le .  
( 2 )  To qua l i fy  for  a ce r t i f i ca te  o f  authority t o  enter i n to  
l i f e  care contracts with respect to  a par t icu lar  f a c i l i t y ,  a 
person shal l  f i l e  an application f o r  a ce r t i f i ca te  of  author i ty 
with the comissioner, on cer t i f i ca te  o f  author i ty application 
forms provided by the comissioner, which shal l  include as an 
exh ib i t  a copy o f  the proposed form o f  l i f e  care contract t o  be 
entered i n to  wi th residents a t  each f a c i l i t y .  The application 
shall contain the following infomation: 
(a) The name, business address o f  the applicant, and any 
name under which the applicant i s  doing business; 
(b) The name and address o f  the applicant's agent f o r  
service o f  process i n  Colorado; 
(c) The name, address, and a description o f  the physical 
property o f  the f ac i l i t y ;  
(d) 	 The terms and conditions o f  the l i f e  care contracts t o  
be used by the applicant, including the services t o  be provided 
to residents pursuant to  the contract and the fees or charges t o  
be paid by residents, including the method o f  p a y l ~ n t  of  such 
In adai t i o n  t o  'aged personY. 'agreement'. and 'cer t i f i ca te  holder'. 
oeleted def in i t ions include 'board' (of examiners of  l i f e  care i n s t i -  
tutions). 'department* (of regulatory agencies). 'executive directorm 
(of department). 'operator' (administrator of a l i f e  care Inst i tu ion).  
and "ovislonal cer t i f i ca teY (pennit t o  o f f e r  l i f e  care p r i o r  t o  con- 
struct ion o r  actual operation o f  an ins t i tu t ion) .  
(1) 	 Under the existing act, s imi lar  provisions t o  these concern the 

granting o f  'provisional cer t i f i ca tes '  f o r  the construction o r  

acquis i t ion of  a f a c i l i t y .  or  a 'cert l f lcate '  f o r  the mainten- 
ance or operation of  a f a c i l i t y .  
(2 )  	 This i s  new language, vesting permit powers w l th  the C Q A i s s i m r  
of Insurance. rather than i n  the present Board o f  Exminers of 
L i f e  Care Inst i tut ions.  A new provision i n  tbe proposed b i l l  s t J I E  
that a copy o f  the ohner's proposed l i f e  care contract wl th r e s i -  
aents i s  to be included wlth the application f o r  a pernit. Pmr-
ently, the act provides tha t  the standard contract 'shall be ap-
. 	 proved by the board. and a current copy shal l  k f i l ed  wi th the 
boardm, but not that  I t must be f i l ed  w l th  the application. Also 
new i n  t h i s  proposed till i s  the l i s t i n g  o f  speci f ic  i n foma t i on  
t o  be contaima i n  the appllcatlon f o r  a permit. Under the ex-
i s t i n g  act, the contents o f  the application are detersinad by the  
board under the i r  general povers and duties. 
Included i n  the l i s t  o f  speci f ic  in fomat ion  t o  rc& the 
application i s  an ident i f i ca t ion  of indiv iduals with f inanc ia l  
interest  i n  the entity. and a detai led plan f o r  the accounting of 
reserve funds. 
The application for certificate of author i ty  shal l  contain: 
(a) 	 Name o f  applicant. 
(b) 	 Name of agent. 
(c) 	 F a c i l i W  description. 
(d) 	 T e r n  o f  a contract - services to be delivered. fees 
and charges. method of w t .  
~ H S  O r  Chaw; 
(a) I f  tk appllcrnt I s  other than an individual. 
Includlw, but not l lmlted to, r corporrtlon, partnrshlp, or 
tnut: 
(I)A s- nmlng the type o f  1qa1 r n t l t y  and l l s t l n g  
the I m t e m t  ud .xtcnt of such I n t m s t  of each prlnclpal I n  the 
m t l t y .  Fgr thr purposes o f  thls s r t l on ,  mprlnclpalm mans any 
person or m t f t y  hevfng r ten percent or .or@f lnancl r l  Interest 
or. I f  th 1-1 . r t l t y  I s  a trust, each b m f l c l a y  o f  the t rus t  
holding r tam percent or mare b n e f l c l r l  Intarest. 
(11) lb -of th.e r r  of th.bood o f  d l n c t o n ,  
the tMtees, or  the managing partners and r s t a b m t  dlscloslng 
rb.thr ud to a t  extent such persons hlve m interest i n  any 
contrat to -I& ugr l i f e  car@ wwfces on khrlf o f  the 
q ~ l l -
(f) II* e8t-M ndrr o f  res lbn ts  o f  the f a l l l t y  to b 
pror1d.d smviar pvrrumt to the 11h care contracts ud 8 
s t a t r m t  d l r c lw lng  the lukm and mtmt o f  any contracts 
btmnthe . rel tc.nt and th l rd  party w w l c e  providers; 
(g) A s t r t r r n t  of  th. pmvislons that  have been ud. or 
d l 1  k to provide resene funding or sacurlty by the 
rpp l i cmt  to d l @  th applfcmt to f u l l y  per fom hls 
obllgmtlom pursvrnt to llh care contracts. Including, but not 
l l m l h d  to, the estrb l lshent  o f  escrow accounts. accounts I n  
f l r u ~ l a lIn r t l tu t lms .  trusts, or reserve funds; 
(h) A s t a t r m t  as to whether the appl lcmt was o r  I s  
1L-13-102(2). bn f r n t s  o f  an r w l l u t l o n  f o r  r -It (Con't) 
(Nmpmvlslons) 
( e ) ( I )  and (11) - Persons d t h  r -t f lnu~lr linterest I n  th. 
f r c l l l t y .  
affiliated, o r  has a contractual relatlonshlp, w i th  a religious, 
charitable. o r  o t k r r  nonprofit organlzation, the extent o f  any 
such affiliation o r  contractual relationship, a d  the extent to 
uhlch the nonprofit organlzatlon w i l l  be msponslble f o r  the 
financial and contract obligations o f  the applicant; 
(1) I f  the applicant i s  a subsidiary corporation o r  the 
a f f i l i a t e  o f  another corporatlon, a statement i d t n t l f y l n g  the 
parent corporation O r  the other a f f i l l a t e  corporatlon, the 
prlnary a c t l v i t l e s  of such parent or other a f f i l l a t e  corporatlon, 
and the n a t s  of the d e r s  o f  the board o f  d l m t o r s  and 
off lcers of such parent o r  other a f f i l l a t e  corporatlon; 
(j) A descrlption of the business experience o f  the 
applicant i n  the operation of s l n l l a r  facilities. the buslness 
experience o f  t h l r d  party service providers. and, i f  the f a c i l i t y  
w i l l  be nanaged on a day-to-day basis by r corporatlon o r  
organlzatlon other than the applicant, a descr lpt ion o f  the 
business experlence of the mnager i n  the operation o r  mnagement 
of s imi lar f ac i l i t i es ;  
(k) A statement as t o  whether the applicant, a pr inc ipa l ,  a 
parent or subsidiary corporation, o r  an a f f i l i a t e  has any pending 
court actlon o f  which it I s  a party, has had m y  in junct ive  o r  
res t r i c t i ve  order of a court of record applied agalnst lt, o r  any 
suspension o r  revocatlon o f  any state o r  federal l icense o r  
pernit, any o f  which arises out o f  o r  re la tes  to business 
activity or health care, including without 1 i n l t a t i on ,  actions 
affecting a license t o  operate a foster care f a c i l i t y ,  a heal th 
( n )  	 OIsclosure o f  r f f l l l r t l o n  wl th  re l lg lons o r  c h r l t a b l e  0 ~ ~ 1 -
zrt lons. 
( 1) 	 Msclosuro o f  parent o r  r f f l l l a t c d  corporrtlon. 
( j) Jlsclosure of p r l o r  buslness experlence o f  rpp l l cmt .  thsrd-puty
p r ~ r l d l r t .  a d  Unrgcrs. 
(k) 	Disclosure of pendlng court  actlon. lnjunctlons. o r  o t h a  d l w l -  
p l l na ry  rc t lons r r l s l n g  fm p r l o r  health-related buslness rcti-
vltY. 
care inst i tut ion, retirement how, or a hooe for the aged; 
(1) A s ta tnent  o f  any periodic rates to k initially paid 
by residents. the method by whlch such rates are det.mlnrd, and 
the mmr  by which the applicant .qy adjust such rates I n  the 
future. I f  the f a c i l i t y  I s  already I n  operation o r  I f  the 
applicant operates one o r  more similar facilities v l t h l n  t h l s  
state, the statement shall include tables showing tbe frequency 
and average dollar amount o f  each increase i n  perlodic rates a t  
each such f a c i l i t y  for  the previous f ive years or such shorter 
period as the f a c i l i t y  m y  have been operated by the applicant; 
(m) A statement o f  the t e r n  and conditions under uhlch a 
l i f e  care contract .qy be canceled by the provider or resldent. 
including any health o r  f i nanda l  conditions r e q u i d  fo r  a 
person to continue as a resident and any conditions under which 
a l l  w any portion o f  the entrance fee w l l l  be refunded by the 
provldar; 
(n) I f  constructlon o r  purchase o f  the f a c l l l t y  has not ye t  
been capletad. a s t a t a h  o f  the antidpatad source and 
application of the funds to be used i n  such purchase o r  
constructlon, Includlng a11 of the following: 
(I)An est lmte o f  the cost o f  purchasing or constructlng 
a d  equfpplng the fac l l l t y ,  including such related costs as 
f i n a d n g  expense, legal expense, land costs, occupancy 
dovelopcnt costs. and a l l  other simllar costs which the 
rppllcant expects to incur or become obligated for  p r lo r  to the 
cmmement  of operations; 
12-13-102(2) Contents of an appllcatlon for a permlt (Con't) 
(NOW pmvlslons) 
(1) Perlodlc rates to be charged to resldents. 
\ 
(m) Csncellatlon o f  l l f e  care contrscts. refunding of entrance fee. 
( n )  Sources and uses f o r  gp l l can ts  capltal funds, lncludlng --
- costs of f a c l l l t y  acqulsttlon 
(11) An estimate o f  the t o ta l  entrance fees t o  be received 
from residents upon completion o f  occupancy; 
(111) A descr ipt ion o f  any mortgage loan or other long-tern 
financing intended to be used f o r  the f inancing o f  the f a c i l i t y ,  
including the date and ant ic ipated terns and costs o f  such 
financing; 
(IV) An est iaate o f  any funds which are ant ic ipated t o  be 
necessary t o  fund start-up losses and t o  assure f u l l  p e r f o ~ n c e  
of  the oblfgations o f  the provider pursuant t o  l i f e  care 
contracts including, but not l im i t ed  to, any reserve fund 
rcpuirrd by the cocl issioner pursuant t o  sectlon 12-13-106; 
(0) Ce r t i f i ed  f i m n c l a l  s t a t e v n t s  o f  the appl icant 
prepared by a c e r t i f i e d  pub l ic  accountant as o f  a date not more 
than nincty days p r i o r  t o  the date the appl icat ion i s  f i l ed .  
which shal l  include a balance sheet and incone statements f o r  the 
three m s t  recent f i s c a l  years o f  the appl icant o r  such shorter 
perlod o f  t iw as the appllcant shal l  have been I n  existence. I f  
applicant's f i sca l  year ended more than ninety days p r i o r  t o  the 
date o f  f i l i n g  there shal l  also be included an Income stateaent. 
which need not be ce r t i f i ed ,  coverlng .the period between the date 
such f isca l  year ended and a date not more than n inety  days p r i o r  
to the date the appl icat ion i s  f i led ;  
(p) Projected annual income statements f o r  the f a c l l l t y  f o r  
not less than a f ive-year perlod comencing on the date the 
f a c i l i t y  i s  intended t o  become operational, i f  operation of the 
f a c i l i t y  has not ye t  comenced, or actual income statements f o r  a 
f o r  a ~crLLt(hat)  
(n) Q p f t a l  funds (con't) 
- funds recelved fm e n t r r r m  fees 
- long-tern f l ~ n c l n g  
( 0 )  App l l un t ' s  recent f l n a m l a l  s t a m t s .  
( p )  Prajected annurl l n c a c  or actual WSt 1- sta-nts. 
period c m n c l n g  on the f i r s t  day o f  the f l r s t  f lsca l  year 
f o l l w i n g  the most recent year f o r  rh lch a cer t l f led f l n m c l a l  
statement has k e n  provlded pursuant to paragraph (0) o f  t h i s  
subsectlon (2). The i n c o r  statements m y  be d t h e r  on m 
accrual b s l s  o r  a cash basls but shall use the saw accountlng 
systemas used I n t h e c e r t i H e d  f l m n d a l  statements. I f  the 
Incow statements are on m W C M ~  basis. separate cash flaw 
statements shall also k provided. The statements shall includ. 
a l l  o f  the follawlng: 
(I)Beglnnlng cash balance. and. I n  the event tha t  
operation o f  the facility has mt y e t  wmencrd, the beginning 
cash balance shall k conslstmt w i t h  the statement o f  
mttclpated source and q p l k a t i o n  o f  funds descr ikd i n  
paragraph (n) o f  this shsect ion (2); 
(11) Anticipatsd rrmingl on cash reserves; 
(111) Est ln tos of not r rce lpts  frcw entruce fm, other 
than entrance f w s  inc1ud.d i n  the statement o f  source and 
application of funds required h r  paragraph (n) o f  t h i s  
subsection (2). less e s t l n t o d  entrance fw refunds and a 
doswiptlon of the ~ t u r r l a lbasls and method of calculation fo r  
the projection of entrmc. foe ~ r c e i p t s ;  
( I V )  An e s t l n t o  of f # i f t s  w kpucsts  I f  any m to k 
re l ied  on to mt oplratlng -re$; 
(V) A projectton of est lmted I n c o r  from fees and charges 
other t k n  entrance fees, shoring Individual rates presently 
mtlclpated to be c h r g d .  Including a descrlptlon o f  the 
12-13-102 Contents of an a ~ p l i a t i o nfo r  a pernit  ( tan' t)  
(I(nprovisions) 
( p) I n c a c  s t d t a m t s  (con't) 
Stdtarnts  s k l l  include --
- beginning cash b l a m e  
;	receipts fmatrma fees, other than those 1nclud.d 
I n  I n l t l a l  u p l t a l  fundlw 
- lnww fra fees a d  charges o t h r  than entrance fees, 
mt i c lp r tad  rates t o  msldmts, assuptlons on cost of 
subsldizd b l t h  sewlcu. 
asslqt ions used for  calculating tha ef fect  on thc incone of the 
f a c i l i t y  of subsidized health services t o  be provided pursuant t o  
the l i f e  care contracts; 
( V I )  A projection of estimated operating expenses of the 
f a c i l i t y ,  including a description of the assuptions used i n  
calculating the expenses, and separate allowances for  the 
replacement o f  equipment and furnishings and anticipated m j o r  
structural n p a i  rs or add1 tions ; 
(VI)' An estimate of annual pqywnts of principal and 
1 
interest required by any mortgage loan or other long- ten 
f l ~ d n g ;  
(Q) I n  the event that the lncone statewnts requlred by 
paragraph (p) of this subsutlon (2) indicate that the applicant 
w i l l  have cash balances over and above two w t h s '  projected 
operating expenses of the fac i l i t y ,  a description of the manner 
i n  which the reserve funds w i l l  be invested and the persons who 
w i l l  be r k i n g  the inves-nt decisions. 
(3) The application shall be signed under oath by the 
president and secretary or. i f  none, the chief executive o f f i ce r  
of the applicmt. 
(4) A copy of the escrow agreement executed with an escrow 
agent pursuant to section 12-13-104 shall be recorded as m 
exhibi t  t o  the w l i c a t i o n .  
(5) (a) The l i f e  care contract shall provide that  any 
person entering into the contract shall have a period o f  seven 
days within which to rescind the l i f e  care contract without 
12-13-102(Y) Contents o f  M a p p l l u t l o n  for a p s m l t  ( b n ' t ) 

(New p m v l s i w )  

(p) Incare stataonts - l t e r s  included ( tonat)  
- e s t l v t e s  o f  operating, replacment, repair expenses 
(q) 	 bhtner o f  Investing cash that ercccds ha m t h b s  o v a -
t ing armtcr. 
( 3) 	 Appl lu t lon slgned under oath. 
(kr provlslon) 
(4) 	 Escrow agreenentsrecorded as eahlblts to appl l u t l o n .  
(5) (a) The contract w i l l  allow prm t i r e  rarld.nts to mcind. without 
penalty. seven days after el=: erecution of mtrwt i  -t 
o f  an I n l t l a l  fee; or receipt of a copy of operator's a p p l l u t l o n  
f o r  a peml t  or recent annual report. 
(New provlslon) 
penalty o r  further obligation beginning with the f i r s t  f u l l  
calendar day f o l l w i n g  t b last  occurring condition below: 
(I)Emuution of the contract; 
(11) The paymnt of an i n i t i a l  s u  o f  mney as a deposit or 
applfcation fee; o r  
(111) Receipt of a copy of the provider's applicbtien or 
w s t  recent annual rqmrt.  
(b) I n  the event of such rescission, a l l  mney or property 
paid or transferred by such person shall be f u l l y  refunded by the 
provider. No person shall be required to mve in to a f a c i l i t y  
un t i l  a t ter  the w i r a t i o n  o f  the seven-day rescission period. 
(6) The c a i s s i o n e r  may charge an applicant a 
mnnfundable fee not exceeding one hundred dollars fo r  a 
f a c i l i t y  uith less than one hundred residents or two hundred 
dollars for  a f a c i l i t y  with one hundred o r  m r e  residents fo r  
processing the p p l i c a t i o n  f i l e d  p u n w n t  to  subsection (2) of 
this s w t i m .  
(7) Prior to tha exuution of a l i f e  care contract and the 
transfer o f  any motmy o r  other property t o  a provider pursuant 
thento, the provider r h l l  deliver to the person with whom the 
l i f e  a r e  contract i s  en- in to  a copy o f  the provider's 
cer t i f icate o f  authority application or m s t  recent annual taport 
as prescribed by section 12-13-107, whichever i s  m s t  recent. 
12-13-103. I s s ~ e .denial. suswnsion. m d  revocation of 
cert i f icate o f  authority. (1) Upon receipt o f  a coqleted 
application and exhibits and payment o f  the fee by the applicant 
(5) 	 (b) I f  pmspectlve raldmt reclnds the contract, fu l l  refund mutt bc 
ud.. Tho w l d c n t  can w e  l a  a f t e r  a seven-&Y reclsslon vedod. 
(Wcw pmvlslon) 
( o) Fees charged for processing appl lot lon. 
(Nupmvlslon) 
(7) 	 T in  pnnpac t tw  tuldmt I s  to rccelvr a cow o f  -It a p p l l u t l m  4 r  
the ~ u r l  MYreport p r lo r  to a a t l o n  o f  a contract o r  P4lrant d 
f&. 
(Now provbton) 
1 . Issuance, denlal. susDenslon. and revocation o f  w n n t t  
and proof o f  compliance by the applicant w i th  the provisions of  
sections 12-13-101 t o  12-13-106, the c m i s s i o n e r  may issue a 
cer t i f i ca te  o f  author i ty t o  the provider a1 lowing the provider 
t o  enter i n t o  l i f e  care contracts wi th respect t o  the number o f  
(1) The applicant i s  pernitted to uaRlence operatlons, as per appllcrt lon, 
certificate can be denied f o r  f lnancial  ins tab l  lity,  matters of 
appl lcant 's character or  Inexperl ence, or  non-c-1 l a m e  o f  proposd 
life can? contract w l th  provlslons o f  sectlon 12-13-133. 
o r  
l i v i n g  un i ts  and f a c i l i t y  described i n  the application. The 
Applicant can appeal denlal under the provlslons of the ~ ~ l n l s t r r t l w  
comissioner may deny a cer t i f i ca te  o f  author i ty i f  he Proccdun?~ Act". 
determines, a f t e r  a review o f  the application and exhibits, tha t  (These reasons f o r  denial of a ce r t i f i ca te  o f  au thor i ty  do not  e x i s t  I n  
the current act)  
the applicant or  the f a c i l i t y  i s  f inanc ia l ly  unsound, that  the 
competence, experience, or  i n teg r i t y  o f  the applicant, i t s  board 
o f  directors, o r  i t s  officers are such that  it would not be i n  
the interest  o f  the public to i s s w  a c e r t i f i c a t e  o f  authority, 
or that  the proposed form of l i f e  care contract does not comply 
wi th section 12-13-113. Any applicant whose application i s  
denied may appeal such decision pursuant t o  the provisions o f  
a r t i c l e  4 o f  t i t l e  24, C.R.S. 1973. 
(2) A ce r t i f i ca te  of authority issued under t h i s  section (2) Ca r t l f l c r t e  o f  authoNty, when Issued, t o  m l n  I n  effect I l d c f l n l t s l y .  
shall m a i n  i n  ef fect ,  subject t o  the provisions o f  t h i s  (Under current provlslons. ce r t l f l ca te  I s  e f f ec t i ve  f o r  one year) 
ar t ic le.  
(3) A cer t i f i ca te  of authority issued pursuant t o  t h i s  
section shal l  contain, i n  a prominent location, a statement tha t  
( 3)  Notice to  be posted that issuance o f  pennlt does not  const l tutc 
endorsenent. 
the issuance o f  a cer t i f i ca te  o f  author i ty pursuant t o  section 
(~lrprovision) 
12-13-103 does not constitute approval. recomendation, o r  
endorsement by the cmiss ioner ,  nor does such a ce r t i f i ca te  o f  
authority evidence the accuracy or  cmnpleteness o f  the 
information set out i n  the application o r  the annual report o f  
the provider. 
(4) Wo ce r t i f i ca te  of author i ty shal l  k transferable. and 
no c e r t i f i c a t e  of author i ty issued pursuant t o  t h i s  a r t i c l e  sha l l  
be deemxl to have value f o r  sale or  exchange as property. No 
provider sha l l  s e l l  o r  t ransfer m r s h i p  o f  the f a c i l i t y ,  o r  
enter i n t o  a contract w i th  a manager f o r  the f a c i l i t y ,  unless the 
c m i s s i o n e r  approves such transfer or  e q l o y l a n t  contract. 
(5) The co r i ss ione r ,  a f te r  notice and hearing. may suspend 
o r  revoke a c e r t i f i c a t e  o f  author i ty f o r  v i o l a t i on  o f  any o f  the 
provisions of t h i s  a r t i c l e  o r  any ru le  o r  regulation promulgated 
by the co r i ss ione r  pursuant to t h i s  a r t i c l e .  
(6) The c a r i s s i o m r  sha l l  ensure tha t  services of fered by 
providers pursuant t o  l i f e  care contracts sha l l  not cease due t o  
any revocation o r  suspension o f  a c e r t i f i c s t e  of author i ty,  bu t  
shal l  protect  against such in ter rupt ion  o f  services by exercis ing 
h i s  povrrs or  remedial au thor i ty  as provided i n  section l2-13-108 
(1). 
t l2-U-1M. Escmu account f o r  entrance fees. (1) As a 
condit ion for the issuance o f  a c e r t i f i c a t e  o f  au thor i ty  pursuant 
t o  section 12-U-103, the co r i ss ione r  sha l l  require t ha t  the 
provider establish an escmu account w i t h  a t h i r d  par ty  approved 
by the c m i s s i o h e r  which provides tha t  a l l  o f  any entrance fee 
received by the provider p r i o r  t o  the date the resident i s  
permitted to occupy h i s  u n i t  i n  the f a c i l i t y  beo r  her 1 i v i 1 ~ ~  
placrd i n  escrow w i th  a bank, t r u s t  capany, o r  other escrow 
agent located i n  Colorado and approved by the c o a i s s i o m r .  
r ub j r c t  to the condi t ion t ha t  such funds .qy k released only as 
12-13-103. Iswance. denial. suspemlon. and revocat ion o f  p e r n i t  
(Conlt) 
( 4) Pennit i s  mn-transferable; anrer to obtain ~ i s s l o n c r l s  approval 
o f  pert inent contract p r i o r  to sale o r  t rans fer  o f  the f a c i l i t y .  O r  
p r i o r  to employment o f  a manager. 
(S lml f r r  t o  ex is t ing  provision) 
( 5) Pernlt laqy be revoked or suspended by c d s s i o n e r .  
(Similar t o  ex is t inq  .provisions. which c u r m t l y  have the add i t iona l  
grounds f o r  suspension o r  revocation o f  c e r t i f i c a t e  for  f a i l u r e  t o  
mt reserve n g u l  remcnts .) 
12-13-104 (The provisions o f  t h i s  section a m  
(1 ) Ormcr I s  required t o  establ ish an apptaved th i rd -p r r t y  escrow 
account f o r  safekeeping o f  any entrance fee  prospcct lve m s i -  
dents p r i o r  t o  occupany; entrance fees I n  escrow released when--
I , I1. r 
t i  * ,  
, A ' 
$ .. & 3 1 * u I' r
I i 
I . ' 
f o l l ~ :  
(a) I f  the entrance fee applies t o  a l i v i n g  u n i t  which has 
been previously occupied i n  the f a c i l i t y ,  the entrance fee sha l l  
be released t o  the provider a t  such tile as the l i v i n g  u n i t  
W a c s  available fo r  occupancy by the new resident and i s  i n  
cocgliance with local  goverment regulations applicable t o  l i v i n g  
units; 
(b) I f  the entrance fec applies t o  a l i v i n g  u n i t  which has 
not previously been occupied by any resident, the entrance fee, 
o r  t ha t  port ion of  the entrance fee not t o  be held i n  escrow 
pursuant to section 12-U-106,sha l l  be released to the provider 
a t  such t f r  as tbe c a i s s f o n e r  i s  sa t is f fed that  a l l  o f  the 
fo l l ov ing  conditions exist: 
(I)Construction or purchase o f  the f a c i l i t y  has been 
subs tmt ia l l y  coqleted, a d  an occupancy p e m i t  covering the 
l i v i n g  u n i t  has been issued by the loca l  goverlrent having 
author i ty to issue such pemits;  
(11) A c a i t m e n t  has been received by the provider f o r  any 
permanent .or- loan o r  other long-tern financing described i n  
the statement o f  anticipated source and application of funds 
submitted by the provider as p a r t  o f  i t s  ce r t i f i ca te  o f  author i ty  
.ppl icat ion. and any conditfons o f  the c a i t w n t  p r i o r  t o  
disbursement o f  funds thereunder have been substant ia l ly 
sat1 s f  led; 
(111) Aggregate entrance fees received or receivable by the 
provider pursuant to binding 1 i f e  care contracts, pigs the 
12-13-104. E~rovaccount f o r  entrance fees (Con't) 
(The provlslons of t h l s  s w t l o n  are m) 
(1) Entrance fee f n escrow released rhar (conDt) 
(a) pnv ious ly  oacupied u n l t  becan available to mmldrnt 
(b) m u n l t  1s &v&l lab leto m mldmt. and-
- rrew f a c l l i ~i s  ready for occu~anw. and 
- l o n g - t m  f i ~ n c l n g  has been obtrlncd, .nd 
- entrance fees fra a l l  binding contracts plus pocccdt fm 
long-tam financing q u a 1  90 parcent of l n l t l a l  COP^^] costs  
and 90 percent of es t lm ted  start-up losses. 
anticipated proceeds of any f i r s t  mortgage loan or other 
long-tern f i ~ n d n g  cor l taen t  are equal t o  not less than ninety 
perceat o f  the aggregate cost o f  constructf ng or purchasing. 
rquipplng, and furnishing the f a d l l t y  and not less than ninety 
pcrccnt o f  th funds e s t l ~ t e d  I n  the statement of  mtfclpatad 
source and appllcatlon of funds submitted by the provider as part 
o f  i t s  ce r t f f l ca te  o f  authority application to be necessary to 
f d  start-up losses a@ assure f u l l  pcrforrsnce o f  the 
obl lg8t lom o f  the provlder pursuant to l i f e  care contracts. 
(2) I f  the funds I n  an e s c r a  account required to be 
c r t .b l i sbd  udcr subsection (1) of  th l s  section are not released 
within such t l r  as provlded by rules a d  regulations issuad by 
UI r l s s i w r ,  then such funds shall be returned by the escrow 
to th prsonr rho hd mdc payment to the provldcr. 
(3) Ih mt~ncrf88 hrld I n  e s c r a  may be returned by the 
~ ~ t o t h e p r r r o n o r p c r r o n s r h o h a d w d r p r y m t t o t h e  
p r r r l d r r  a t  ay tlr upon receipt by the e s c r a  wt o f  notlce 
fmm UI provldcr that such person I s  en t i t l ed  to a refund o f  the 
entrmce fee. 
(4) Wothlng i n  th is  s u t f o n  shall be interpretad as 
requiring the escrow o f  any nonrefundable application fee. 
& s i g n t a d  as such i n  the l i f e  care contract received by the 
pmvidcr from a prospectlve resident. 
U-13-105. Ruordlng of  l i e n  by corissioner. (1) The 
cmlss ioner  shall. as a condition t o  granting a ce r t i f i ca te  o f  
wthority to an applicant, record wlth the county recorder o f  any 
12-13-104. Escrw account for entrance fees (Con't) 
(The provlslons of th ls  sect1011 a r e  nc*) 
( L) Funds t n  e s a w .  Ifnot r e l ~ t e d  wfthln the tfiw es tab l l sbd  by r u l e  
and rrgulatlon, shall be returned to prospectlve rcsldent. 
( 3 )  	 rtrfundt d entrance fees tn e r c r w  may be u& to prosg.ctlvo 
mldmt upon notlee to the anmn. 
(4 )  	 Escnwr not required of nonrefundable r p p l l u t l o n  fees frcm pro- 
spective mldents.  
1 2-13-105 
(1) b t l c e  d l lm  to be f l led, by c o l l s s l o m r ,  on behalf of a l l  
l l f e  cm nsldcnts  to secure pertorcrnce o f  contracts. (Un-
der axlst lng statute, a l l f e  an rgrecrwnt I s  d n r d  8 Pr+-
forred c l a h  lgalnst tk m * r t o r s  assets I n  t tm want of 
l lquldrt lon. Currently. the board may w o r d  r notlce of 
l l e n  on kklf of n s l d m t s  'then nacesury to rrcurr the pW-
f o m n m  o f  a11 obllgrtlonsn.) 
county a notice of l ien on behalf of a l l  residents who enter in to 
l i f e  c a n  contracts wlth the appl icant to secure perfomnce o f  
the provider's obligations to residents pursuant t o  l l f e  care 
contracts. 
(2) From the time o f  such recording, there extsts a l ten  
for an r o u n t  q w l  to tha masonable value of sewices to be 
P e r f o d  under a l i f e  c a n  contract I n  favor o f  each resldent on 
the land and l q r o v r r n t s  o m d  by the provider. not exempt f r m  
execution, which are l l s b d  I n  the notice of l l e n  f i l ed  pursuant 
to subsection (3) of th is  s r t l o n  and which a n  located I n  tha 
county I n  which the notice o f  l l en  I s  recorded. 
(3) The l i en  shall k perfected by the coll.lssloner by 
executing by af f idav i t  the notice and c l r i r  o f  lien, whlch s h l l  
contain: 
(a) The legal drscrlptlon of the lands and Iq rovuents  to 
k charged wlth a llen; 
(b) 	 The nrc of the ornrr of the property affected; 
(c) A statement providing that the l l en  has been f i l ed  by 
the ca l ss l one r  pursuant t o  th is  sectlon. 
(4) 	 The l i en  my be foml0Sed by c l v l l  actlon. 
(5) Any nubcr  o f  persons claiming lims agllnst the s u c  
proprrty pursuant to t h l  s s r t l o n  MY j o l  n I n  the same action. 
I f  scparab actions m cawnced, the court my consolidate such 
actions. The court s h l l ,  as part of the costs, a l lou reasonable 
attorney's fees for each claimant who i s  a party t o  the action. 
(6) 	 I n  a c i v i l  action f i l e d  pursuant t o  th is  sectlon, the 
12-13-105. Recordim o f  l l e n  by ~ l s s l o m r  ( tonot)  
(L) 	Lien I n  favor of each resldent on prwl&r9s l a d  .ad 
ments to be valued equal to reasonable smlocr uda l l f e  a r e  
coatrrct. (Tbls ISslmllar to r x l s t l ng  1.ngurgl. but dth th. 
a W t l o n  of the gmronable value o f  n r v l a s m  prarlslan.) 
(c) 	 statutory c l ta t lon prarldlng f o r  lla 
(These required contents of 	tk l l e n  are rddltion, 0 the a r l ~ l t l n g  
statute). 
(4) 	 Forclowre by c l v l l  actlons. 
(Wlw ~mv l s l on )  
(5) 	 k t l o n  by l l e n  holders may be conralldated. 
(Nan provlslon) 
judgment sha l l  be given i n  favor o f  each res ident  having a l i e n  
who has jo ined i n  the foreclosure ac t ion  f o r  the amount equal t o  
the  reasonable value o f  services t o  be performed under a l i f e  
care contract  i n  favor  o f  each resident. The cour t  s h a l l  order 
the  sher i f f  t o  s e l l  any property subject t o  the  l i e n  a t  the t ime 
judgment i s  given, i n  the same manner as r e a l  and personal 
property i s  so ld  on execution. The l i e n  f o r  the reasonable value 
o f  services t o  be p r f o m d  under a l i f e  care con t rac t  sha l l  be 
on equal foo t ing  w i t h  claims o f  other  residents. I f  a sale i s  
ordered and the  proper ty  so ld and the proceeds o f  the  sale are 
not  s u f f i c i e n t  t o  discharge a l l  l i e n s  o f  res idents against the 
property, the proceeds sha l l  be prorated among the respect ive 
residents. 
(7) The l i e n s  provided f o r  i n  t h i s  sect ion are p re fe r red  t o  
a l l  l iens,  mortgages, o r  other  encumbrances upon the  proper ty  
attaching subsequently t o  the t ime the l i e n  i s  recorded and are 
preferred t o  a l l  unrecorded l i ens ,  mortgages, and other  
encumbrances. The amount secured by any l i e n  having p r i o r i t y  t o  
the l i e n  f i l e d  pursuant t o  t h i s  sect ion m y  no t  be increased 
without p r i o r  approval o f  the comiss ioner .  
(8) 	 The comiss ioner  sha l l  f i l e  a re lease o f  the l i e n  upon 
proof o f  cocnplete performance o f  a l l  ob l iga t ions  t o  res idents 
pursuant t o  l i f e  care contracts. 
(9) The comiss ioner  may subordinate any l i e n  f i l e d  
pursuant t o  t h i s  sect ion t o  the l i e n  o f  a f i r s t  mortgage o r  other  
long-term f inanc ing  obtained by the prov ider ,  regardless of the  
12-13-105. Recording o f  l i e n  by Ccmnissloner (Con't) 
( 6 )  	 Judgement i n  c i v i l  forc losure ac t ion  s h a l l  be equal t o  va lue of 
reasonable se rv icesunder  l i f e  care contract ;  proceeds from im-
mediate sa le  o f  property, i f  i n s u f f l c l e n t  t o  discharge a l l  l i ens ,  
sha l l  be prorated. 
(New prov ls lon )  
( 7) Liens I n  f a v o r  o f  res idents preferred to a l l  o t h e r  c la ims sub%?- 
quent to f i l i n g  o f  t h e  l ien,  and preferred t o  a l l  u n r e c ~ r d e d  
c l a h s .  Proceeds from l i e n s  w i t h  p r i o r i t y  to res iden ts  n o t  i n -  
creased w i thou t  camisstoner 's  approval. ( E x i s t i n g  s t a t u t e  pro-  
v ides t h a t  resident's " p r e f e r m i  claimm i s  subordinate t o  any 
secured 1 i e n  o r  e n c d r m c e  outstanding a t  t h e  t ime o f  Il q u l d r t i o n  
If a l i e n  I s  f i l e d  by t h e  board, the l i e n  w i l l  no t  take p m a d c D c e  
over any recorded l i e n  w enuabrance secured by t h e  prOWrtY.) 
( 8 )  	 LIen released upon proof o f  canplete per fo rn rme.  ( I n  the  ax-
i s t l n g  act, the  board w i l l  release t h e  l i e n  upon p roo f  o f  pc r fo r -  
aunce, upon t h e  f i l l i n g  o f  a f l d e l i t y  bond by the operator, o r  if 
the board deems t h e  l i e n  no longer necessrry t o  secure per for-
w o e .  ) 
( 9) 	 Residents' l l e n  m y  be subordinated t o  f i r s t  mortgage a t  any t*. 
(New provls lon)  
r ( c u O * m m h  0 m 4 s r ! 3 s r ~ ~ 4 a R d a ~ x , ~ ~  
-41- Bill 1 
securit ies be disposed o f  imediately,  but  they shal l  be disposed 1 2-13-106. Weserve rewirements (Con't) 
o f  i n  accordance with rules promulgated pursuant t o  t h i s  a r t i c l e ,  ( 2) Reserve requirement t o  consist o f  - (Con't) 
which disposal shall be accomplished i n  a gradual manner so as t o  (Identical t o  ex is t inq  provisions, except where noted) 
avoid loss t o  providers. Securities which, although not on the 
approved l i s t ,  should be retained i n  the reserve f o r  reasons 
acceptable t o  the co r i ss ione r  may be retained wi th  the speci f ic  
approval o f  the cor iss ioner .  
(e) Real estate used t o  provide care and housing f o r  
residents, or equit ies therein, owned by the provider. t o  the 
(e) Real estate owned by provider, to  the extent o f  75% o f  i t s  
extent o f  seventy-five percent of the net value thereof. net value. (Lr ist ing p r a i s i o n  i s  .to the extent of one 
hundred percent o f  i t s  net valueu. Current provisions a lso  
Values shall be f ixed by an appraiser who i s  a member o f  an allow that  "such percentage sha l l  be reduced by tw percent 
per year t o  a minimm of  f i f t y  percent o f  the ne t  value 
i ns t i t u te  o f  real estate appraisers, or i t s  equivalent. thereof. ) 
(f) Furniture and e q u i w n t  situated i n  property used t o  
( f )  Furniture and equipnent. to  the extent of 50 percent o f  ne t  
provide care and housing f o r  residents, t o  the extent o f  f i f t y  value. (Current provisions are " to a t e n t  of one hundred 
percent of net valuem, and that  percentage ushal l  be nducad 
peFent o f  the net value thereof, the value t o  be the cost by two percent per year t o  a m i n i n n  o f  twenty-five percent 
o f  the net value thereof.*) 
thereof reduced b$ depreciation. 
(g) Real estate or  equit ies therein owned by the provider 
(g) Investment rea l  estate oned by pmvlder. 
as an investment, the rents from which are used to discharge 
obligations t o  the residents or  t o  reinvest as a pa r t  o f  the 
reserves; 
(h) Investment ce r t i f i ca tes  or  shares i n  open-end (h) Mutual funds. 
investment t rusts whose management has been managing a mutual 
fund registered under the federal "Investment Conpany Act o f  
1940" or  whose managenent has been registered as an investment 
adviser under the federal "Investment Advisers Act o f  1940". and 
i n  ei ther case currently has a t  least  one hundred m i l l i o n  
dol lars undrr i t s  supervision, i s  qua l i f ied  fo r  sale i n  Colorado, 
has a t  least f o r t y  percent of I t s  directors o r  trustees not  
a f f f l f a h d  4 t h  the fund's management cogany o r  pr inc ipa l  
undern i ter  o r  any of t h e i r  a f f i l i a tes .  i s  registered under the  
f e r a l  "Investment Coqany Act o f  1940". and I s  a fund l i s t e d  as 
q ~ l l f y i n gunder rules maintained by the secretary o f  s ta te  I n  
cooperation wl th  the d iv ls lon o f  Insurance. 
(3) At least ten percent o f  the reserves necessary to 
m i n t a l n  a1 1 1 l f e  care contracts shal l  consist o f  l i s t e d  bonds. 
stocks, savings accounts, savings c e r t l  f i ca t r s  o r  c e r t l  f icates o f  
doposlt i n  state o r  national banks o r  i n  savings and loan 
assadrt lons located I n  t h i s  state. 
(4) Any person o r  organization which entered I n t o  l i f e  care 
contracts p r i o r  to January 1, 1974, bu t  which was not  required 
p r i o r  t o  such date t o  obtain a llcense, I s  not required to 
maintain reserves covering obl lgat lons a s s u d  under any such 
contract entered in to  p r i o r  t o  January 1. 1974. 
(5) The reserves required by t h i s  section shal l  be treated 
as a l i a b i l i t y  on financial statements o f  the provider. 
U-13-107. Annual report. (1) Each provider sha l l  f i l e  an 
annual report, accoqanied by a fee o f  one hundred dol lars,  f o r  a 
f a c i l i t y  w i th  less than one hundred residents o r  two hundred 
dol lars fo r  a f a c i l i t y  w i th  one hundred o r  #re residents, w l t h  
the c a f s s i o n e r  within ninety days a f te r  thc end o f  I t s  f i s c a l  
year which contains the information required by section 12-13-102 
(2), c e r t i f i e d  financial statements for  each f a c i l i t y ,  and such 
( 3 )  Ten Wrcent of r t t c n e s  to consist o f  a s h  or tscur l t ies .  (tdentf-
ul to r l s t l n g  prorlslon.) 
(4) 	 Contracts prr-drtlng 1974 no t  r q u l r a d  to lart m e w e  
(ilrtlal to a l s t l ~ gpnwls1a11) 
( 5) Rtwnat treated as l l a b l l l t y  on t f n r n c l a l  s t a t a a n t t .  
(I(cr prov3s3on) 
12-13-107 
(The pror ls lons f n  th f s  section are new) 
(1) kwl report, c-nted by 4 fee, to k flld with caals~l-. 
other information as may be n q u l r r d  by the comissioner. The 
annual report shall be u d r  on foms provided by the 
cmiss ioncr .  The annual report and any a m n h n t  thereto shall 
be s i w  udcr oath by the president and secretary or, i f  none 
by the chief u r u t i v t  o f f icer  of the provider. 
(2) A provider shall mend I t s  annual report on f i l e  with 
the cmiss ioner ,  without the payaent o f  any additional fee, i f  
an arnbmt i s  necessary to  prevent the report from containing a 
material misstatement of fact or omission of a material fact. 
(3) A provider shall make i t s  annual report available to  
midab reqwst. 
(4) The fai lure t o  f i l e  an annual report within the time 
prescribed i n  shsection (1) of th i s  section shall operate as an 
a u t a v t i c  revocation of the provider's cer t i f icate of authority. 
U-l3-106. Rehabilitation of provider. (1) I f  a t  any time 
the r i s s i o n e r  receives notice from the escrow agent that the 
p r o v i s i w  of section 12-13-106 have not been complied with, o r  
a t  any other time when the colaissioner has reason to believe 
that the provider i s  insolvent, i s  i n  im inen t  danger of becoming 
insolvent, i s  i n  a f inancial ly unsound o r  unsafe condition, or 
that i t s  condition i s  such that It may othenise be unable t o  
f u l l y  perfom i t s  obligations pursuant to l i f e  care contracts. 
the r i s s i o n c r  shall. with respect t o  providers, have the 
porrrs set for th  i n  part 4 o f  a r t i c le  3 of t i t l e  10. C.R.S. 1973. 
providing remdial authority i n  instances o f  insurance c-ny 
d e l i n q m c f a .  I n  l ieu of exrrcising those powers, the 
12-13-107. Annual report (Con't) 
(The provisions of th is  section a n  new) 
(2) 	 Provider may mend annual report a f te r  I t s  ?Cling. 
( 3) 	 Annual report available t o  residents. 
. 
o f  peml t  
( 4 )  	 Failure to  f i l e  annual report results I n  au&tic revolat lon o f  
12-13.10~. he provisions of th i s  u c t i o n  are n-1 
(1) 	 If reserve requlrc~lcnts are violated o r  the camissioner SUSPOCU 
the provide& insolvency or firumclaf i n s t l b l l l t y ,  the c a ~ l S s 1 0 m r  
i s  warmpowered t o  exercise the raredial measures available I n  Instances 
of insurance capany del lnpuencles. A1 t n m t l v e l Y .  the c o l i s s l o m r  
m y  pet i t ion the d i s t r i c t  court t o  assme managslant and posrcsslon 
of the f a c i l i t y  f o r  the purposes o f  r e h b l l l t a t l o n .  
cou iss ioner  m y ,  through the attorney general. apply t o  the 
d i s t r i c t  court i n  the county i n  which the provider 's f a c i l i t y  i s  
located fo r  an order d i rec t ing  the commissioner t o  assume 
management and possesslon of the provider 's f a c i l i t y  and t o  
rehab i l i t a te  the provider to enable it t o  f u l l y  perforn i t s  
obligations pursuant t o  1 i f e  care contracts. Af ter  g iv ing  not ice 
t o  the provider, the court sha l l  ac t  upon the application, and 
any objection to the p e t i t i o n  sha l l  be f i l e d  w i th  the court  
w i t h i n  the time prescribed by such notice. For the purposes o f  
t h l s  section. a provider i s  d e d  insolvent when i t s  a a i t t e d  
assets are less than a11 o f  i t s  l i a b i l i t i e s ,  excluding from such 
1 i a b i  l i t i e s  the aggregate amount o f  i t s  outstanding cap i ta l  
stock. 
(2) I f  the court, upon hearing, f inds t ha t  the provider i s  
insolvent, i s  i n  i a i n e n t  danger o f  becoming insolvent, i s  i n  a 
f inanc ia l ly  unsound or  unsafe condit ion, o r  t ha t  i t s  condi t ion i s  
such tha t  i t my otherwise be unable t o  f u l l y  perforn i t s  
obl igat ions pursuant to l i f e  care contracts, the court sha l l  
issue an order direct ing the ea r~ i ss ione r  t o  take possesslon o f  
the property o f  the provider and t o  conduct the business thereof 
and t o  take such steps toward m o v a l  o f  the causes and 
condit ions which have mde rehab i l i t a t i on  necessary, as the court  
may direct .  The order shal l  include a provision d i rec t ing  the 
issuance o f  a notice of the rehab i l i t a t i on  proceedings t o  the 
residents a t  such f a c i l i t y  and to such other interested persons 
as the court  shal l  direct. 
12-13-1U. Rehabll latlon of Provlder (Con't) 
(The provisions of t h l s  sectlon are new) 
( 2) IfIt detennines f lnanclal  l ns tab l l  f t y  of the provider, the court 
aay d i r e c t  the c a a l s s l o n w  to take possesslon a d  conduct the 
buslness o f  the f a c l l l t y .  Restdents are to k n o t l f l e d  of the 
c w r t  order. 
(3) Appointment o f  the comtssioner t o  rehab i l i t a te  a 
provider shal l  authorize the co r t ss io rmr  to: 
(a) Take possession o f  and presewe, protect, and ncove r  
any assets, books. and records or property o f  the provider. 
tncludlng c l a i m  o r  causes o f  actton belonging t o  o r  whlch may be 
asserted by the provider and t o  deal wi th such property I n  h ts  
om naae i n  the capacity as cor iss toner ,  and purchase a t  any 
sale any rea l  estate o r  other asset upon which the provider m y  
hold any l i e n  o r  e n c d r a c e  o r  i n  whlch It may have an in teres t ;  
(b) Fi le,  prosecute. defend. c o q r m i s e .  o r  s e t t l e  any s u i t  
o r  su l ts  whlch b v e  been f t l e d  o r  which m y  thereafter be f i l e d  
by o r  against such provider which are deemed by the c o l i s s i o n e r  
t o  be necessary to protect  the provider o r  the n s i d e n t s  o r  any 
property af fected thereby; 
(c) Daposlt and Invest any o f  the provider 's available 
funds; 
(d) P a y  a l l  utpcnses o f  the nhab i l t t a t i on ;  
(e) Exerrtse such other powers and duties as m y  be 
p r o v i d d  by order o f  the court; 
( f) Appotnt mnglrr, suporvtsors, o r  eqloyees necessary 
to properly mtuge and operate the provtder and the provider 's 
f ac t l t t y ;  
(g) Wtth thr p r i o r  approval o f  the court, se l l ,  excha*, 
lease. mrtpgl, o r  o t h r n i s r  dtspore o f  any property o f  the 
provtder by publ tc sale, biddtng, o r  othenrise; 
(h) Wtth the p r t o r  approval o f  the court. borrow mrwy wi th  
Rehabi l l tat lon o f  o r w w  (Con't) 
(The pmvislons o f  t h i s  section are m) 
( 3 )  I n  rehabilitation of a provider. the camiss loner  i s  a u t h a r i ~ c dto -
(a) Take control o f  f inanc ia l  a f f a l r s  ; 
(b) Undertake the resolut lon o f  a court  ac t i on  ; 
(c) h a g e  p rov ided  funds; 
( d l  Pay upemes ; 
(e l  . & c m i s e  court- powers; 
(f)  Appoint necessary pemonnel ; 
tg) Dispose of oravlderk property. w i t h  cour t  app rwa l  ; 
(h) Borrar .oW & 
or without security f o r  the purpose o f  f a c i l i t a t i n g  the 
rehabi l i ta t ion o f  the provider; 
(i)Perform a l l  duties o f  the provider; 
(j) Reject any executory contract to which the provider i s  
a party; 
(k) Withdraw any suns renaining i n  the escrow account 
established pursuant t o  section 12-13-104 f o r  the purpose o f  
rehabi l i tat ing the provider's f a c i l i t y .  
(4) The court m y  a t  any time during a rehabi l i ta t ion 
proceeding issue such other instructions or orders as are deemed 
necessary t o  a i d  the comissioner i n  the rehabi l i ta t ion 
proceed1 ng. 
(5) The coanissioner, or any interested person upon due 
notice to  the conuissioner, a t  any time may apply t o  the court 
fo r  an order terminating the rehabi 1 i t a t i o n  proceedings and 
permitt ing the provider t o  resue  possession o f  i t s  property and 
the conduct o f  i t s  business, but no such order shall be granted 
except when, a f te r  a f u l l  herring, the court has determined that  
the purposes o f  the proceeding have been f u l l y  acconpl ished and 
tha t  the fac i lit y  can be returned t o  the provider's management 
without further jeopardy t o  the residents o f  the fac i  1 i t y ,  
creditors, wners o f  the f a c i l i t y ,  and t o  the public. An order 
terminating the rehabi l i ta t ion proceeding shal l  be based upon a 
f u l l  report and accounting by the con iss ioner  o f  the conduct of  
the provider's off icers during the rehabi l i ta t ion and o f  the 
provider's current f inancial  condition. 
12-13-108. Rehabf l i tat lon of provider (Con't) 
(The provlslons o f  t h l s  section are new) 
(1) Perfom a l l  dutles ; 
(j) Reject orovlder's contracts i 
(k)  k'lthdraw escrow funds . 
( 4 )  Court my vest camulssloner wlth addtt tonal  powers . 
( 5 )  Camisstoner a any other person may p e t l t l o n  court for t c r r i n r t l o n  
of rehabf l i tat lon, and to  p m o l t  provider to r e w e  possession and 
nunagerent. 
(6) I f  a t  any time the c o l i s s i o n e r  deems that  fu r ther  
e f fo r t s  t o  rehabi l i tate the provider would be useless, he may 
report t o  the court and apply f o r  an order o f  l i qu ida t i on  and 
d isso lu t ion pursuant to a r t i c l e  26 o f  t i t l e  7. C.R.S. 1973, i f  
the provider i s  a corporation, o r  may apply fo r  other appropriate 
r e l i e f  f o r  dissolving the provider and winding up I t s  a f fa i r s .  
An order direct ing the l iqu idat ion o r  dissolut ion o f  the provider 
sha l l  act  as a revocation of the provider's c e r t l f i c a t e  o f  
author i ty  issued pursuant t o  sectton 12-13-103. 
(7) I n  connection wi th  the rehabi l t ta t ion proceedings, the 
c a r i s s i o n r  m y  appofnt one or  more special deputy directors o f  
insurance to act f o r  him and m y  employ such counsel, clerks, o r  
assistants as he deems necessary. The coqensatlon o f  the 
special deputfes, counsel, clerks, o r  asslstants and any expenses 
o f  tekfng possession of t! provider's f a c i l f t y  and o f  conducting 
the pracwltngs shal l  be set by the comlssioner, subject to 
qiproval o f  the court. and sha l l  be paid out o f  the funds o f  
assets o f  the provtder. 
12-13-109. Examination. The c o l l s s i o m r  m y  conduct an 
e u l m t i o n  o f  the a f fa i rs  o f  any provlder as of ten as he deems 
it necessary for  the p r o t u t l o n  o f  the Interests of  the people o f  
t h l s  s ta te  and, f o r  t h i s  purpose, sha l l  have the powers set f o r t h  
i n  s u t l o n  10-1-110.C.R.S. 1973, wi th  respect to examinations o f  
fnsurers. Providers shall u l n t a i n  copfes o f  thef r  books and 
records f n  Colorado t o  provide access f o r  the purposes o f  t h i s  
a r t i c l e .  
12-13-1013, Rehabf l i t a t i o n  o f  provider (Con't) 
(the provision o f  t h l s  section are n w )  
( 6 )  	 I f  c w l s s l o n e r  dwns rehab l l l t a t l on  to be useless, he may apply
for court-ordered l l p r l d a t l o n  and dlssolutlon. 
(7) 	 Cmlss foner  may appoint specla1 deputles t o  ac t  f o r  him 1" re-

h a b l l l  ta t lon proceeding. 

12-13-110. Rules and regulations. The c o ~ i s s i o n e r  may 
promulgate reasonable rules and regulations i n  accordance wi th  
a r t i c l e  4 o f  t i t l e  24. C.R.S. 1973, fo r  e f fec tuat ing any 
provision of  t h i s  ar t ic le .  
12-13-111. Violation. After July 1, 1981, any person 
act ing i n  the capacity o f  a provider who enters i n t o  a l i f e  care 
contract, o r  extends the te rn  of  an exist ing l i f e  care contract, 
without f i r s t  having been issued a ce r t i f i ca te  o f  author i ty  by 
the ccmissioner or without otherwise acting i n  cornpl iance wi th  
the provisions of  t h i s  a r t i c l e  i s  g u i l t y  of a misdemeanor and, 
upon convfction thereof, shal l  be punished by a f i ne  o f  not  more 
than one thousand dollars, o r  by imprisonent i n  the county j a i l  
for  not l o re  than s i x  months. or by both such f ine  and 
i q r i s o n e n t .  
12-13-112. Art ic le  does not apply t o  f a c i l i t i e s  l icensed by 
department o f  health. The provisions o f  t h i s  a r t i c l e  sha l l  not 
apply t o  any hospital or other f a c i l i t y  which the department o f  
health i s  authorized t o  l icense pursuant t o  par t  1 o f  a r t i c l e  1 
and part  1 of a r t f r l e  3 of  t i t l e  25, C.R.S. 1973. 
12-13-113. L i fe  care contract - content. (1) Each l i f e  
care contract shall: 
(a) Shw the value o f  a l l  property transferred, including 
but not l im i ted t o  donations, subscriptions, fees, and any other 
anounts i n i t i a l l y  paid o r  payable by or on behalf o f  the 
prospective resident; 
(b) Show a l l  the services which are t o  be provided by the 
The camlssloner my p a u l g a t e  ru les  and ulatfons, (Under 
the exist ing act, the board o f  e r r a l m r s  o?!lfe care I n s t l t u t l o n s  
was so anpowred as one of t he l r  general pouers and dutles.) 
The P e ~ l t ~  for a t tc rp t tng to  provlde l l f e  care wlthout a p c m l t  
!s a f ine of not more than 51.000. o r  lmprlsament I n  a county 
~111 for not more than s l x  m t h s ,  ot both. 
(Thwgh the language o f  t h l s  sectlon I s  d i f f e ren t  than the  e r ; l s t l q  
s t a l t e .  the sanctions are the src,) 
12-13-112 (Thls sectlon I s  new) 
The ~ r w i s l o n s  of t h i s  ac t  do not apply t o  f a c l l l t l e s  11-
scd by the Wrbcnt of Hcalth. Fncluded I n  these l l c e n M d  
f a c l l l t l e s  are gewra l  hospl tr ls,  phychlatr lc hospitals, am-
m n l t r  ho~p f t . 1~ .  rehab f l l t a t l on  centers, camunl ty  mental 
centers, and nursing b e s .  
12-13-113. (Host o f  the pravfslons of t h l s  sect lon e x i s t  I n  the wr-
rent act. Neu prw ls lons  are found I n  paragraphs (1 ) (c )  
and ( l I ( f ) )  
( 1) Contracts u f t h  residents ull l  cont r ln  the following I n f o ~ t l o n-
(a) I n l t l a l  p a m n t s  by resldent ; 
(b) Services t o  be p rw idcd  t o  resldent; 
provider t o  the prospective resident, including, i n  detai l ,  a l l  
items which the prospective resident w i l l  receive, such as board, 
roa. clothing. incidentals, medical care. transportation, and 
burial, and whether the items w i l l  be provided for  a designated 
time period or fo r  l i f e  and the monthly charge for  such services; 
(c) Be accoqanied by a financial statement shoring i n  
reasonable detai l  the financial condition of the provider, which 
shall be furnished to the prospective resident; 
(d) Specify the monthly service fee and whether such fee i s  
srrbject to adjustment; 
(e) - l i c i t l y  state what rights, i f  any, a resident w i l l  
have to part ic ipate either individual ly or as part of a group of 
residmts i n  mnapment decisions affect ing the fac i l i t y ;  
( f )  	Coqly  with the provisions of section 12-13-102 (5). 
(2) A copy of the standard l i f e  care contract entered in to 
betaen the provider and prospectlve residents shall be approved 
by the c m i s s i o m r  bofon a cer t i f icate of authority i s  issued 
t o  the provider. 
12-13-114. Advertiscaents and sol ic i tat ions of 1 i f e  c a n  
contracts - requirements. Any report, circular, public 
announcement, cert i f icate, or firancia1 statnent,  or any other 
printed mtkr or  advertising material which i s  designed fo r  or 
used to s o l i c i t  o r  induce persons t o  enter in to any l l f e  care 
contract. and which l i s t s  or refers to  the name of any individual 
or organization as being interested i n  or connected with the 
person, assodation, or corporation t o  perfom the contract, 
12-13-1 13. Life Care Contract ( ton' t)  
(1) 	 tontract rill contaln - (Con8t) 
(c) 	 R-ovtder's financial statement ; 
(d) 	 Monthly sewice fees, and whether i t  I s  adjustable ; 
(e) 	 Wesldent8s opportunity to part ic ipate I n  lmnagaent Qcis*ons ; 
(Thls i s  a new provision) 
( f )  	 The contract w l l l  canply wlth the provision that residents 
w i l l  be offered the opportunity tu rescind the contract w l t h l n  -
seven days. (This I s  a . r#w provlslon) 
( 2 )  	The standud contract must be approved by c c l ~ n l ~ ~ l ~ n  before a c e r t l f i -  
cate ls  issued. (The existing statute provides that the m a g r ~ t g  
(contract) w l l l  be approved by the board and a current copy f i l e d  
wlth the board. The exist1 agreenent I s  required t o  contaln the 
I n f o w t i o n  l is ted I n  ( l ) ( g  through (d), above. Currantly, t h e  
board laqy be assisted by the Dlvlsion of Insurance I n  evaluating 
any existing contract. 
h v  a d n r t l s a e n t  4r a l l f e  urr organization nnt d i s c l o u  the 
ft#cnlA intwests i n  tk orprdtrCIon of pcroom whose m I s  
lard i n  tk rdmtlumt or sol ic i tat ion. 
(Thls m v l s l o n  exists I n  the currmt act. An additlama1 e x l s t l n g  
pmvislon, not contalnd I n  this b i l l .  states that r m  r u l s t i n g  
I n  the d is t r ibut ion of adwwtlslng w t e r l a l  rrhlch vlolates thls 
d l s c l o t u n  provision I s  g u i l t y  o f  r n l s ~ m r . )  
shal l  c l ea r l y  state the extent o f  f inancial  responsibi 1 i t y  
asswed by t ha t  individual or  organization f o r  the person, 
association, or  corporation and the fu l f i l lmen t  of  i t s  contracts. 
12-13-115. In junct ion apainst v io la t ions  - not ice of 
def ic iencies - prosecution. (1) The commissioner m y  b r i ng  an 
action, through the attorney general, t o  enjoin the threatened 
v io la t i on  or continued v io la t i on  o f  the provisions o f  t h i s  
a r t i c l e ,  including the operation o f  a f a c i l i t y  without a 
c e r t i f i c a t e  o f  authority, o r  o f  any o f  the rules promulgated 
pursuant to  t h i s  ar t ic le ,  i n  the d i s t r i c t  court f o r  the county i n  
whlch the v io la t ion  occurred or i s  about t o  occur. Any 
proceeding under the provisions o f  t h i s  section sha l l  be subject 
t o  the Colorado rules o f  c i v i l  procedure; except t ha t  the 
coa iss ioner  shal l  not be required t o  allege facts necessary t o  
shw  or tending t o  show the lack o f  an adequate remedy a t  law o r  
t o  show o r  tending to  show irreparable damage or loss. 
(2) A t  least  t h i r t y  days p r i o r  t o  the f i l i n g  o f  an ac t ion  
against a ce r t i f i ca te  o f  author i ty holder under subsection (1) o f  
t h i s  section, the colaissioner sha l l  serve the c e r t i f i c a t e  o f  
author i ty holder wi th a w r i t t en  notice specifying each 
deficiency i n  the f a c i l i t y  and the v io la t ion  or continued 
v io la t i on  by the provider o f  t h i s  a r t i c l e  or any o f  the ru les  and 
regulations promulgated pursuant thereto. No restraining order 
shal l  be issued i n  such action. 
(3) Upon application by the commissioner, the at torney 
general or  the d i s t r i c t  attorney o f  any jud ic ia l  d i s t r i c t  i n  t h i s  
12-13-115. In junct lon asalnst v lo la t lons .  
(1) 	 Camnlssloner may enjoln actual o r  threatened violations of $his 
ar t i c l e .  (This wbsection (1) i s  i den t i ca l  to ex i s t i ng  s t r t u t c ,  
except t ha t  the act lon I s  undertaken by the cocrmlssloner, r a t h e r  
than the board, and that he sha l l  ac t  t h r w g h  the Attonrey m a l . 1  
( 2) P r i o r  t o  any c w r t  actlon, the p r w l d e r  d l 1  k given 30 days
wr i t t en  notlce. (This prov ls lon  a l s t s  I n  the current act.) 
(3) 	 Prosecutlon of Vlolat lons of t h i s  a r t i c l e  w l l l  k by t h e  A t t a m y  
General o r  a d l s t r l c t  attorney. (Thls prov ls lon  e x i s t  I n  t he  current 
act)  
state sha l l  i n s t i t u t e  and prosecute an act ion f o r  the criminal 
v io la t ion  o f  any provision o f  t h i s  a r t i c l e .  
12-13-ll6. Local regulations. The provisions o f  t h i s  
a r t i c l e  sha l l  no t  prevent loca l  au thor i t ies  o f  any county, d t y .  
toun, o r  c i t y  and county, w i th in  the reasonable e u r d s e  o f  the 
pol ice pfnmr. fm adopting rules, by ordinance o r  resolution. 
prescribing standards o f  sanitation, health, and hygiene f o r  
f a c i l i t i e s  which are not i n  c o n f l i c t  w i t h  the provisions o f  t h i s  
a r t i c l e  o r  the ru les adopted by the comissioner pursuant 
thereto. and requir ing a loca l  health permit  f o r  the maintenance 
o r  conAwt o f  any such f a c i l i t y  w i th in  such county, c i t y ,  town, 
o r  c i t y  and county. 
12-13-117. Wa change not t o  a f f ec t  r i gh t s  o r  obligations. 
The c  w  o f  na o f  thc board designated p r i o r  to Ju ly  1, 1978, 
as tht board o f  e x m i r r s  o f  i ns t i t u t i ons  f o r  aged persons to the 
board o f  exminers o f  l i f e  care i ns t i t u t l ons  sha l l  not  i q a i r  the 
legal e f f ec t  o f  any statute designating such board by any othcr 
Mnor any property r igh ts  acquired o r  obl igat ions incurred by 
such board p r i o r  to Ju ly  1. 1978. Nor sha l l  the designation o f  
the corr issioner i-ir the legal e f f ec t  o f  any statute re la t i ng  
ta the board o f  exminers o f  l i f e  care i ns t i t u t i ons  concerning 
propcrty rlghtr acquired o r  obligations incurred by such board 
p r i o r  ta Ju ly  1. 1981. A f a c i l i t y  o r  provider l icensed by thc 
state p r i o r  to Ju ly  1. 1981, sha l l  be subject t o  the provisions 
o f  t h i s  ac t  rrhtn i t s  ce r t i f i ca te  i s  subject t o  renewal. 
SECTIW 2. 10-1-108. Colorado Revised Statutes 1973, as 
Local u n i t s  o f  gwerment  my adopt p m i s l o n s  qncern lng l i f e  care 
~t conflicting wi th  t h i s  ac t  o r  the 
lat ions.  his provdsion exr r ts  i n  &ZiUantn?LNt)ind -"-
This *saving c l a u s e ~ e t a l n s  the legal  e f f a t  o f  p l o r  verslons 
o f  t h l s  statute. (An addl t lon t o  the ex i s t i ng  sect ion I s  the  
designation of the Coanlssloner o f  Insurance as assu lng  respons- 
i b i l l t y  for  a&alnlster lng t h l s  act. Another add l t lon  I s  the  p 
vls lon  tha t  ex ls t lng  f r c l l l t l a  and providers are subject  to th ls  
ac t  upon renewal of t he i r  exist ing ce r t i f i ca te ) .  
amended, i s  amended BY THE ADDITION OF A NEU SUBSECTION t o  read: 
10-1-108. Outier o f  conlssioner - reports - pub1 icat ions -
disposit ion o f  funds. (13) It i s  the duty of the conmissioner 
t o  a d i n i s t e r  the provisions of a r t i c l e  13 o f  t i t l e  12, C.R.S. 
1973, re la t ing t o  l i f e  care inst i tut ions. A l l  proceedings of  the 
c a i s s i o n e r s  shal l  be conducted i n  accordance wi th  a r t i c l e  4 o f  
t i t l e  24, C.R.S. 1973. The cornissioncr shal l  submit an annual 
report t o  the c o r i s s i o n  on aglng concerning the status of  the 
l i f e  care industry. 
SECTION 3. Repeal. 24-34-104 ( 4 l ) ( b ( I I )  Colorado 
Revised Statutes 1973, I s  repealed. 
SECTION 4. Appropriation. There is hereby appropriated. 
out of  any moneys i n  the state treasury not otherwise 
appropriated, t o  the d iv is ion o f  insurance i n  the departaent o f  
regulatory agencies, the sum of th ir ty- two thousand seven hundred 
thirty-two dol lars (532,7321, or so much thereof as may be 
necessary, f o r  the illplementation of  t h i s  act, f o r  the f i s c a l  
year beginning July 1, 1981. 
SECTION 5. Effect ive date. This act sha l l  take e f fec t  July 
1, 1981. 
SECTION 6. Safety clause. The general asscrbly hereby 
finds, detemlnes, and declares that  t h i s  ac t  i s  necessary f o r  
the imedla te  preservation o f  the publ ic peace, health, and 
safety. 
Thls nar subsection adds the r a p m s l b l l l t y  for abPlnlstefiwJ the 
act to the e x l s t l n ~  duties of the h l S s 1 a W  of Insurmce.. 
Thfs m m h e n t  repeals the 'sunset mvl-' for the m t ( n u a t ( o n
o f  the Board d Ex-inlnu of LfCL C u e  Institutions. 
INVENTORY OF RUIAL HFALTtI PROGRAMS 
--
The fo l lowing w i l l  provide informat ion reqardinq programs spon- 
sored by s ta te  agencies which o f f e r  services impacting upon r u r a l  
hea l th  matters i n  Colorado. Some programs and organizations which 
a f f e c t  r u r a l  health, bu t  are responsible for  hea l th  services o f  a more 
qeneral nature on a statewide basis, are no t  include4. Examples o f  
these excl usions are services f o r  the developmental l y  disabled and 
mental hea l th  programs, and advisory counci 1s such as the Health 
F a c i l i t i e s  Review Council, Advisory Council on Emeroency Medical Ser-
vices, and the Health F a c i l i t i e s  Authori ty. 
Un ive rs i t y  o f  Colorado Health Sciences Center 
Family Pract ice  Training, The program provides f o r  a three- 
year residency t o  t r a i n  doctors i n  a wide range o f  medicine so t ha t  
they may provide medical care f o r  a l l  members of the fami l y  and meet 
most of t h e i r  medical needs. This program operates two family medi-
c i ne  residency programs i n  conjunct ion w i t h  the Univers i ty  of Colorado 
Health Sciences Center -- The University-based program a t  the A.F. 
Wil l iams Family Medicine Center near the medical school, and the 
community-based program i n  conjunct ion w i t h  The Colorado State Hospi- 
t a l  and S t .  Mary-Corwin Hospital i n  Pueblo. 
I n  add i t i on  t o  these two UCtiSC sponsored programs, there are an 
addi t iona l  f i v e  state-funded family p rac t i ce  t r a i n i n g  programs, a l l  o f  
which are  a f f i l i a t e d  w i t h  p r i va te  hosp i ta ls :  
S t .  Joseph's Hospital -- Denver 
Mercy Hospital -- Denver 
Weld County General Hospi ta l  -- Greeley 
Poudre Val ley Hospital -- Ft, Co l l i ns  
S t ,  Mary's Hospital -- Grand Junction 
Students i n  the t r a i n i n g  program r o t a t e  through internships i n  
a va r i e t y  o f  primary care f i e l d s  i n  t h e i r  hosp i ta l  t ra in ing ,  as wel l  
as t r ea t i ng  pat ients  as the primary physician i n  free-standing c l i n -
ics, which are a feature  o f  a l l  the family p rac t i ce  t r a i n i n g  programs. 
Funding data f o r  these programs can be found i n  Appendix A. 
Service Area: 
See attached Nap #1 
The Advisory Comnission on Family Medicine, created i n  1977, i s  
made up of the d i rec to rs  o f  each o f  the above t r a i n i n g  programs, f i v e  
consumer members, the dean o f  the medical school, and a representat ive 
o f  the  Colorado Academy o f  Family Physicians (which funds the  a c t i v i -
t i e s  o f  the comnfssfon). The comnission's purpose i s  t o  assure high 
standards of family medicine, t o  i d e n t i f y  areas o f  the  s ta te  
underserved by fami l y  physfcians, t o  monitor the s ta te 's  fami l y  medi- 
c ine residency programs, and t o  recomnend t o  the General Assembly 
appropriate fundfng fo r  the programs. 
v SEARCH (Statewide Educational A c t i v i t i e s  f o r  Rural Colorado's The SEARCH program i s  based a t  the Un ive rs i t y  of Colorado Hea t h  Services Center (UCHSC) and was created i n  1977 i n  an e f f o r t  t o  
increase the number ifheai th  professionals choosing t o  p rac t i ce  i n  
r u r a l  areas, and t o  help r e t a i n  professionals already p rac t i c i ng  i n  
r u r a l  areas. Addit ional l y ,  i t  seeks t o  improve heal t h  manpower educa: 
t ion,  the geographic and spec ia l t y  d i s t r i b u t i o n  o f  hea l th  manpower, 
and heal t h  services i n  Colorado by decentral i z i  ng the educational pro-
cess. 
The program i s  coordinated through four Area Health Education 
Centers (AHEC) -- the  Centennial AHEC i n  Greeley; Southeastern Colo- 
rado AHEC i n  Pueblo; the San Luis Val ley AHEC i n  Alamosa; and Western 
Colorado AHEC i n  Grand Junction. It i s  a statewide educational net-
work serving 51 o f  Colorado's 63 counties. Each AHEC i s  a l e g a l l y  
incorporated, non- p ro f  it agency managed by a regional board o f  d i  rec- 
t o r s  which h i res  a s t a f f  and sets p r i o r i t i e s  fo r  hea l th  manpower edu-
cat ion w i t h i n  i t s  region, under a cont ract  w i t h  t he  UCHSC. 
The goals o f  the  program are to:  improve the professional 
environment o f  r u r a l  communities by increasing access t o  continuing 
educatjon opportuni t ies;  provide heal t h  consul t a t i o n  services through 
the AHECts.to the l oca l  professional community; b r ing  the resources o f  
the  UCHSC t o  r u r a l  areas; and a t t r a c t  hea l th  professionals t o  r u r a l  
areas by provid ing educational and c l  i n i  ca l  experiences i n  r u r a l  set-
t ings.  
Funding: 
FY 1979-80 FY 1980-81 
General Fund $ 125,000 $ 198,650 
Federal Funds 1,400,000 1,550,000 
Service Area: 51 counties -- See attached Map #2 
- - 
Mounta in /P l  a1 ns Outreach Program (tI/PTrP Also known as the 
Comnunity Medical Proqram, M/POP was formed i n  976 t o  provide support 
services- t o  r u r a l  and urban physicians i n  a network o f  primary care 
p rac t i ce  s i tes .  The program aims t o  increase primary care i n  
underserved areas, wh i le  a t  the same time improving the backup ser- 
vices ava i lab le  t o  a primary care physician i n  an i so la ted  area. It 
seems t o  b r ing  urban resources t o  r u r a l  areas through a well-organized 
network o f  cooperative organizations and responsive personnel. 
The program involves the cooperative e f for ts  of the Univers i ty  
of Colorado Heal t h  Sciences Center (Departments o f  Preventat ive Medi-
c ine and Comprehensive Health Care, Family Medicine, and Nursing), 
Rose Medical Center, Comnunity Electrocardiographic I n te rp re ta t i ve  
Service, department o f  Health, and the  CSU Extension Service. 
Fundiny: 
This data includes on ly  s t a te  and federal  funds. Other 
resources, p r ima r i l y  i n  the form o f  in-k ind services, are provided -by 
the UCHSC and Rose Medical Center. 
General Fund $ 120,131 $ 129,945 $ 130,295 
Federal Funds 196,370 248,224 21 8,623 
Service Area: Primary care s i tes :  Central City, Akron, Pagosa 
Spring, Lafayette, Ster l ing,  Brighton, Glenwood 
Springs, Aurora, Comnerce C i t y  
Demonstration s i tes :  Bailey, Haxton, Julesberg, Denver 
See attached Map #3 
School o f  Nursing. The School of Nursing administers a nursing 
master's degree program which provides t r a i n i n g  t o  master's deqree 
students i n  t h e i r  own geographic area. blaster's degree nurses .are 
apparently needed i n  order t o  teach nursing, and due t o  the shortage 
o f  such ind iv idua ls ,  many r u r a l  col leges are experiencing a shortage 
o f  q u a l i f i e d  nursing faculty. 
The School o f  Nursing a lso works i n  conjunct ion w i th  the SEARCH 
program, which helps provide the  school w i t h  resources for: cont inuing 
education t o  r u r a l  nurses; a r u r a l  c l  i n i c a l  r o t a t i o n  f o r  baccalaureate 
nursing students; and t r ave l  f o r  master's proqram students. The 
school's r u r a l  hea l th  e f f o r t s  are funded on a cash basis through 
t u i t i o n  fees o r  are  grant  supported. 
Department o f  Health 
Community pub1 i c  heal t h  nurses. U t i lizing federal funds, the 
Department of Health pays approximately one-fourth o f  the sa la r ies  o f  
the loca l  comnundty nurses i n  41 counties wi thout organized heal th 
departments. The remainder o f  the nurses' sa la r ies  are paid by county 
funds. I n  these counties, comnunity nurses car ry  out  a number o f  
functions including the prevention o f  i l l ness ,  d i s a b i l i t y ,  and iden-
t i f i c a t i o n  of heal th problems and assistance t o  persons i n  obtain inq 
medical care. 
Funding: 
Federal funds $ 204,030 9 216,431 
Service Area: See attached Map #4 
Nursing consultant services. This program i s  an adjunct t o  the 
comuni t y  pu b l  ic heal th nurse progtam described above. The Department 
contracts w i t h  these same 41 counties t o  s~.~pervise and d i r e c t  the 
actCvCties of the community heal th nurses; acts as a recruitment 
agency f o r  these counties; and provides other admin is t ra t ive services 
t o  these nurses. 
Funding: 
General Fund $ 194,695 $ 194,530 $ 231,286 
Federa 1 Funds 196,461 21 3,495 237,451 
$ 391,156 $ 408,025 $ 468,737 
Service Area: See attached Map #4 
Pub1 i c  heal th  sanitarians. 'The Department of Health also pays 
35 percent of the sa lar ies  o f  sanitarians, Who conduct food service 
inspections and perform other environmental heal th dut ies  i n  10 r u r a l  
counties ( the county pays the other 65 percent of the salary). 
Fundi ng: 
General Fund 
Federal Funds 29,056 29,056 11,456 
-.. 
Service Area: 14 r u r a l  13 r u r a l  10 r u r a l  -. counties counties counties 
See attached Map #4 
Local and regional  boards of health. Section 25-1-516, C.R.S. 
1973, requires the Department of Health t o  provide support on a per 
cap i ta  basis o f  $1.14 t o  ass i s t  l oca l  departments of health. Local 
departments of hea l th  perform a wide va r i e t y  o f  environmental heal th 
duties, inc lud ing disease control ,  c o l l e c t i o n  o f  v i t a l  s t a t i s t i c s ,  
d i s t r i b u t i o n  o f  emergency medical supplies, etc. 
Fundi n9: 
General Fund $2,305,502 $2,527,586 $2,755,148 
Federal funds 98,526 98,526 g8.526 
$ 2,404,108 $ 2,626,112 $ 2,853,674 
Service Area : See attached Map #4 
Emergency medical services. The Department of Health ass is ts  
loca l  governments i n  planning and imp1 ementing emergency medical ser-
v ices i n  loca l  areas, pursuant t o  S.B. 454 passed i n  1977. This pro- 
gram a lso includes the prov is ion o f  a VATS telephone 1 i n e  o t  the 
Poi son Control Center. 
Funding: 
General Funds $ 20,000 $ 20,800 8 21,032 
Cash Funds 
(D iv i s ion  of 
Highway Safety) 68,093 72,239 77,677 
(Energy Impact 
Funds) - - 21,000 22,974 
1 
Federa 1 Funds $ 934,363 $1,I23,686 $1,076,433 
< 
15.8FTE 10 13.7 
Service Area: See attached Map #5 
- -  - 
Women, Infants, and Children (WIC) program. This program pro- 
vides nutr i t ious foods to  low income pregnant and nursing women, 
infants and youngsters. A1 1 of the monies a re  apparently being spent 
outside of the City and County o f  Denver. 
Funding: 
Federal Funds $4,176,315 $5,670,161 $8,370,838 
Chi1dren and youth project. T h i s  program provides comprehen-
sive health servfces to  chfldren (up t o  age 18) of low income families 
in Adams, Arapahoe, Denver, Douglas, Las Animas and Huerfano count5 es. 
T h i s  program is par t  of a larger  federal program w h i c h i n c l u d e s  a 
maternity and infants project conducted i n  the Metropol 4 tan Denver 
area. 
FFY 1980-79 FFY 1979-80 FFY 1980-81 
Federa 1 Funds $1,691,183 $1 ,708,266 51,743,129 
Rural Delivery Program. T h i s  program transfers  funds from the 
budgets of Colorado General Hospital and Denver General Hospital f o r  
the purpose of providing t h e  delivery costs  of obs te t r ic  patients a t  
local hospitals who otherwise would have del ivered t h e i r  children a t  




Diversion $ 75,000 $237,776 $ 470,536 
Denver General 
Diversion ow 373,860 740,947 
To other hos- 
p i t a l s  ( for  
medically 
indigent) Ow 339,480 380,217 
Services: 
Diversions from -
Colorado General 250 
Denver General ow 
Others ow 
Migrant Heal th Program. The program i s  a coordinated e f f o r t  t o  
provide comprehensive hea l th  care fo r  m i grant  and seasonal aa r i cu l -
t u r a l  workers and t h e i r  famil ies. ~ c t i v i t i e s  began i n  1962 whei funds 
became ava i l  able through the National Migrant Health Act. The program 
provides heal th screening and medical, dental,  and nursing care f o r  
migrant f a n  workers and t h e i r  fami l ies .  
Funding: 
FY 1978-79 FY 1 979-80 FY 1980-81 
General Fund 8 10,000 $ 10,000 $ 10,000 
Federa 1 Funds 635,057 599,015 585,493 
Service Area: High Migrant Impact Area, as defined i n  federal  regulat ions. 
Sewer Construct ion Grants Program, This program i s  establ ished 
by the Water Q u a l i t y  Control Act t o  ass i s t  l oca l  u n i t s  o f  government 
o f  5,000 populat ion o r  less  by provid ing funds up t o  80 percent of the 
t o t a l  p ro j ec t  cos t  for  sewer const ruct ion projects.  The program i s  
administered by the Health Department, but  i n i t i a l  assessments and 
c m i t m e n t  of funds i s  performed by the D iv i s ion  of Local Government. 
Funding: 
FY 1978-79 FY 1979-50 FY 1980-81 
Capital Con- 
s t r uc t i on  Fund $1,000,000 $2,000,000 $2,000,000 
Service Area : Statewide 
Department o f  Local A f fa i r s  
Planning and engineering f o r  sewage c o l l e c t i o n  and treatment. 
The D iv is ion  o f  Local Government provides funds t o  mun ic ipa l i t i es  o f  
5,000 populat ion o r  less which can demonstrate a need f o r  these funds, 
and whose sewage treatment f a c i l i t i e s  do no t  meet Department of Health 
standards. These funds are used t o  conduct planning and engineering 
studies pre l iminary  t o  a sewer const ruct ion project ,  and the  studies 
are  u t i l i z e d  i n  applying f o r  s t a t e  o r  federal  funding f o r  the  project .  
Fundi ns: 
General Fund 
Service Area: Statewf de 
Emergency water and sewer funds. The D iv is ion  o f  Local Govern- 
ment a lso ass is ts  l oca l  u n i t s  of government i n  a l l e v i a t i n g  emergency 
s i tua t ions  r e l a t i n g  t o  water and sewer system fai lures.  The c r i t e r i a  
f o r  access tc, these funds i s  t ha t  the loca l  mun ic ipa l i t y  i s  
experiencing a major hea l th  hazard due t o  a sudden, unplanned circurn- 
stance, and t h a t  they have no funds ava i lab le  f o r  necessary r epa i r  
work. As a r e s u l t  of these c r i t e r i a ,  funds are most o f t en  granted t o  
r u r a l  areas o f  5,000 populat ion o r  less. 
Funding: 
General Fund $ 200,000 $ 500,000 $ 500,000 
D iv is ion  o f  En and Mineral Impact. This d i v i s i o n  o f  the 
Department of Local r s  i s  responsible fbr administer ing the Local 
Government Severance Tax Fund, the Local Government Mineral Lease 
Fund, and the O i l  Shale Trust  Fund, a l l  o f  which a re  designed t o  pro-
v ide economic assistance t o  comnunities which are faced w i t h  the need 
f o r  add i t iona l  municipal services as a r e s u l t  of the  energy-related 
impact on Colorado's Western Slope. The numerous grants made t o  date 
include funding o f  medical f a c i l i t i e s ,  mental hea l th  programs, and 
water and sewer projects. 
Colorado State Un ive rs i t y  
Heal t h  education. The cooperative extension serv ice conducts 
heal th education and heal th  promotion programs i n  l oca l  comnunities. 
Program a c t i v i t i e s  are  conducted through the  57 county and area o f f i -  
ces o f  the extension service. One p a r t i c u l a r  project ,  the  Workplace 
Health Program which i s  funded by a grant  from the Kellogg Foundation, 
i s  operated i n  conjunction w i t h  the Rural Environmental Health I n s t i -  
t u t e  a t  CSU t o  provide heal th informat ion t o  ag r i cu l t u ra l  communities 
and small r u r a l  businesses. 
Regular program funding i n  hea l th  education i s  i n  conjunction 
w i t h  the on-going extension serv ice program a t  CSU. 
Off ice o f  Lieutenant Governor 
State Office of Rural Health. The purpose o f  the o f f i c e  i s  t o  
serve as an advocate fo r  the r u r a l  sector, serv ing both the providers 
and consumers of heal th and medical services. It serves as a c lea r ing  
center and information center fo r  those concerned w i t h  r u r a l  health. 
Specif ic programs sponsored by the  o f f i c e  include: a manpower and jobs 
matching consortium; The Rural Health Factor (funded by an ACTION 
grant  u n t i l  1984), a newspaper designed as a comuni  c a t i  ons 
l i n k  between r u r a l  areas and urban resources; and the sponsorshfp of 
the Colorado Rural Health Conference, a statewide forum on r u r a l  
heal th issues. 
Colorado Rural Health Recruitment and Manpower Consortium. The 
consortium seeks and places health professionals i n  rura l  areas. The 
program represents 30 organizations active i n  the rura l  health f i e l d ,  
and i t s  activities are funded by community support, the Off ice  o f  
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Total Cost General Fund UCHSC Hospital Federal Grants P a t i e n t  Revenue 







1,101,639 24,278 -- 
720,721 79,161 -- 
557,649 47,916 ow 
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